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EDITOE’S PEEFACE 


In the autumn of 1914, when the scientific study of the effects 
of war upon modern life passed suddenly from theory to history, 
the Division of Economics and History of the Carnegie Endow- 
ment for International Peace proposed to adjust the programme 
of its researches to the new and altered problems which the War 
presented. The existing programme, which had been prepared 
as the result of a conference of economists held at Berne in 
1911, and which dealt with the facts then at hand, had just 
begun to show the quality of its contributions ; but for many 
reasons it could no longer be followed out. A plan was therefore 
drawn up at the request of the Director of the Division, in which 
it was proposed, by means of an historical survey, to attempt 
to measure the economic cost of the War and the displacement 
which it was causing in the processes of civilization. Such an 
‘ Economic and Social History of the World War it was felt, 
if undertaken by men of judicial temper and adequate tra inin g, 
might ultimately, by reason of its scientific obhgations to truth, 
furnish data for the forming of sound public opinion, and thus 
contribute fundamentally toward the aims of an institution 
dedicated to the cause of international peace. 

The need for such an analvsis, conceived and executed in the 
spirit of historical research, was increasingly obvious as the War 
developed, releasing complex forces of national life not only for 
the vast process of destruction but also for the stimulation of new 
capacities for production. This new economic activity, which 
under normal conditions of peace might have been a gain to 
society, and the surprising capacity exhibited by the belligerent 
nations for enduring long and increasing loss — often while pre- 
senting the outward semblance of new prosperity — ^made necessary 
a reconsideration of the whole field of war economics. A double 
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obligation was therefore placed upon the Division of Econctojics 
and History, It was obliged to concentrate its work upon the 
problem thus presented, and to study it as a whole; in other 
words, to apply to it the tests and disciplines of history. Just 
as the War itself was a single event, though penetrating by seem- 
ingly unconnected ways to the remotest parts of the world, so 
the analysis of it must be developed according to a plan at once 
all embracing and yet adjustable to the practical limits of the 
available data. 

During the actual progress of the War, however, the execution 
of this plan for a scientific and objective study of war economics 
proved impossible in any large and authoritative way. Incidental 
studies and surveys of portions of the field could be made and were 
made under the direction of the Division, but it was impossible to 
undertake a general history for obvious reasons. In the first place, 
an authoritative statement of the resources of belligerents bore 
directly on the conduct of armies in the field. The result was to 
remove as far as possible from scrutiny those data of the economic 
life of the countries at war which would ordinarily, in time of 
peace, be readily available for investigation. In addition to this 
difificulty of consulting documents, collaborators competent to 
deal with them were for the most part called into national service 
in the belligerent countries and so were unavailable for research. 
The plan for a war history was therefore postponed until condi- 
tions should arise which would make possible not only access to 
essential documents but also the co-operation of economists, 
historians, and men of affairs in the nations chiefly concerned, 
whose joint work would not be misunderstood either in purpose 
or m content. 

Upon the termination of the War the Endowment once 
more took up the original plan, and it was found with but 
slight modification to be applicable to the situation. Work was 
begun in the summer and autumn of 1919. In the first place 
a final conference of the Advisory Board of Economists of the 
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DiyJsion of Economics and History was held in Paris, which 
limited itself to planning a series of short preliminary surveys of 
special fields. Since, however, the purely preliminary character 
of such studies was further emphasized by the fact that they were 
directed more especially towards those problems which were then 
fronting Europe as questions of urgency, it was considered best 
not to treat them as part of the general survey but rather as of 
contemporary value in the period of war settlement. It was clear 
that not only could no general programme be laid down a priori 
by this conference as a whole, but that a new and more highly 
specialized research organization than that already existing would 
be needed to undertake the Economic and Social History of the 
War, one based more upon nationed grounds in the first instance 
and less upon purely international co-operation. Until the facts 
of national history could be ascertained, it would be impossible 
to proceed with comparative analysis ; and the different national 
histories were themselves of almost baffling intricacy and variety.. 
Consequently the former .European Committee of Research was 
dissolved, and in its place it was decided to erect an Editorial 
Board in each of the larger countries and to nominate special 
editors in the smaller ones, who should concentrate, for the 
present at least, upon their own economic and social war history. 

The nomination of these boards by the General Editor was the 
first step taken in every country where the work has begun. And 
if any justification was needed for the plan of the Endowment, 
it at once may be found in the lists of those, distinguished in 
scholarship or in public affairs, who have accepted the responsi- 
bility of editorship. This responsibihty is by no means light, 
involving, as it does, the adaptation of the general editorial plan 
to the varying demands of national circumstances or methods of 
work ; and the measure of success attained is due to the generous 
and earnest co-operation of those in charge in each country. 

Once the editorial organization was established there could 
be little doubt as to the first step which should be taken in each 
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instance toward the actual l)reparation of the history. Without 
documents there can be no history. The essential records of the 
War, local as well as central, have therefore to be preserved and to 
be made available for research in so far as is compatible with public 
interest. But this archival task is a very great one, belonging of 
right to the governments and other owner’s of historical sources 
and not to the historian or economist who proposes to use them. 
It is an obhgation of ownership ; for all such documents are public 
trust. The collaborators on this section of the war history, there- 
fore, working within then* own field as researchers, could only 
survey the situation as they found it and report their findings in 
the form of guides or manuals ; and perhaps, by stimulating 
a comparison of methods, help to further the adoption of those 
formd to be most practical. In every country, therefore, this was 
the point of departure for actual work ; although special mono- 
graphs have not been written in every instance. 

This first stage of the work upon the war history, dealing with 
little more than the externals of archives, seemed for a while to 
exhaust the possibilities of research. And had the plan of the 
history been limited to research based upon official documents 
little more could have been done, for once documents have been 
labelled ‘ secret ’ few government officials can be found with 
sufficient courage or initiative to break open the seal. Thus vast 
masses of source material essential for the historian were effec- 
tively placed beyond his reach, although much of it was quite 
harmless from any point of view. While war conditions thus 
continued to hamper research, and were likely to do so for many 
years to come, some alternative had to be found. 

Fortunately such an alternative was at hand in the narrative, 
amply supported by documentary evidence, of those who had 
played some part in the conduct of affairs during the War, or who, 
as close observers in privileged positions, were able to record 
from first- or at least second-hand knowledge the economic history 
of different phases of the Great War, and of its effect upon society. 
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Thus a series of monographs was planned consisting for the most 
part of unofficial yet authoritative statements, descriptive or 
liistorical, which may best be described as about half-way between 
memoirs and blue-books. These monographs make up the main 
body of the work assigned so far. They are not limited to con- 
temporary, war-time studies ; for the economic history of the war 
must deal with a longer period than that of the actual fighting. 
It must cover the years of ‘ deflation ’ as well, at least sufficiently 
to secure some fairer measure of the economic displacement than 
is possible in purely contemporary judgements. 

With this phase of the work the editorial problems assumed 
a new aspect. The series of monographs had to be planned 
primarily with regard to the availability of contributors, rather 
than of source material as in the case of most histories ; for the 
contributors themselves controlled the sources. This in turn 
involved a new attitude towards those two ideals which historians 
have sought to emphasize, consistency and objectivity. In order 
to bring out the chief contribution of each writer it was impossible 
to keep within narrowly logical outlines ; facts would have to be 
repeated in different settings and seen from different angles, and 
sections included which do not lie within the strict limits of history ; 
and absolute objectivity could not be obtained in every part. 
Under the stress of controversy or apology, partial views wordd 
here and there find their expression. But these views are in some 
instances an intrinsic part of the history itself, contemporary 
measurements of facts as significant as the facts with which they 
deal. Moreover, the work as a whole is planned to furnish its 
own corrective ; and where it does not, others will. 

In addition to this monographic treatment of source material, 
a number of studies by specialists is already in preparation, 
dealing with technical or limited subjects, historical or statistical. 
These monographs also partake to some extent of the nature of 
first-hand material, registering as they do the data of history 
close enough to the sburce to permit verification in ways impossible 
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later. But they also belong to that constructive process by which 
history passes from analysis to synthesis. The process is a long 
and difficult one, however, and work upon it has only just begun. 
To quote an apt characterization, in the first stages of a history 
like this one is only ‘ picking cotton ’. The tangled threads of 
events have still to be woven into the pattern of history ; and for 
this creative and constructive work different plans and organiza- 
tions may be needed. 

In a work which is the product of so complex and varied 
co-operation as this, it is impossible to indicate in any but 
a most general way the apportionment of responsibility of editors 
and authors for the contents of the different monographs. For 
the plan of the History as a whole and its effective execution the 
General Editor is responsible ; but the arrangement of the detailed 
programmes of study has been largely the work of the different 
Editorial Boards and divisional Editors, who have also read the 
manuscripts prepared under their direction. The acceptance of 
a monograph in this series, however, does not commit the editors 
to the opinions or conclusions of the authors. Like other editors, 
they are asked to vouch for the scientific merit, the appropriate- 
ness and usefulness of the volumes admitted to the series ; but 
the authors are naturally free to make their individual contribu- 
tions in their own way. In like manner the publication of the 
monographs does not commit the Endowment to agreement 
with any specific conclusions which may be expressed therein. 
The responsibility of the Endowment is to History itself — an 
obligation not to avoid but to secure and preserve variant narra- 
tives and points of view, in so far as they are essential for the 
understanding of the War as a whole. 


J. T. S. 
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INTRODUCTION 

BY 


SIR WILLIAM H. BEVERIDGE 




INTRODUCTION 


This volume presents, under the general title of ‘ Insurance 
five separate contributions by different writers, aU of whom 
have been a large part of that which they describe. To these 
is added a sixth paper on the National Savings Movement, 
a subject that could not be omitted from any full economic 
history of the war and that falls perhaps more appropriately 
in this volume than in any other. A few words of introduction 
illustrating the points of contrast or likeness between the various 
topics thus assembled may not be out of place. 

Insurance is a sharing of risks. It assumes a danger 
threatening a number of individuals, in such a way that the 
danger is certain actually to strike a fairly definite proportion 
of them, while it cannot be determined beforehand which 
individuals will be struck. Provision for this danger is appro- 
priately made by arranging for payments in respect of all 
the individuals threatened, to form a fund out of which com- 
pensation is given to those to whom the threat comes home. 
For three main types of risk considered in this volume — 
premature death, loss of property by fire, and loss of ships or 
cargo at sea — insurance developed voluntarily as a business 
practice. For two others — sickness and unemployment — a new 
institution of ‘ social insurance ’, conducted by the State and 
resting on compulsion, had come into being in the last years 
before the war. In all these five fields of insurance the war 
produced violent disturbance, upsetting aU previous calcula- 
tions and calling for new measures. 

The State scheme of insurance against war risks at sea, 
which is described in the first paper by Sir Norman Hfll, was 
in substance a war measure. The risk with which it dealt — 
damage by warlike action — had been habitually excluded in 
all ordinary contracts of marine insurance. The fear that 
outbreak of hostilities might drive every British ship to harbour 
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and so cut off instantaneously the flow of. indispensable imports 
had long occupied the minds of those who, in this country, had 
to consider the eventualities of war, but this consideration 
had not, till the eleventh hour and fifty-ninth minute before 
4th August 1914, led to the definite adoption of any plan for 
preventing this disaster. How, up to the Thursday before the 
actual outbreak of war on Wednesday, it still seemed uncertain 
whether any, and if so, what plan would be adopted, how on 
Sunday midnight the decision was at last announced, and how 
under the scheme, ships continued to voyage and the premiums 
required to cover the risks fell steadily for more than two years, 
is dramatically told by Sir Norman Hill. With the end of 1916 
the tide turned and the progress of the submarine campaign 
is marked by rises of premiums and losses made by the insur- 
ance funds till shipping control was completed in August 1917. 
Few, after the event, 'will doubt that the State scheme of 
insurance against war risks at sea served its immediate purpose 
well; but at least as striking as Sir Norman Hill’s account 
of the insurance scheme’s success is his reference to its dangers. 
By a false sense of security, insurance here, as elsewhere, 
may easily lead to postponement of effective measures of 
pi’evention. 

State insurance against war risks by sea was required to fill 
a gap excepted in ordinary underwriting contracts. On land two 
similar gaps appeared. One was the exception of damage due 
to civil riot ; this was covered without State intervention by 
an extension of the ordinary policies for additional premiums. 
The other gap was the exception of damage by warlike action ; 
this led to the introduction in July 1915 of a State scheme 
of voluntary insurance against aircraft with or -without the 
risk of naval bombardment. In this the State took the risk, 
using the insurance companies as agents ; the State further, 
from September 1917, in. effect granted universal free insurance 
up to £500. In this field also the original estimate of the risk 
proved fortunately to be excessive. Though the premiums 
were halved after February 1917, the Government on the whole 
transaction made large profits ; the premiums paid up to the. 
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end •of 30th November 1918 were more than £18,000,000, and 
the claims paid and outstanding were less than £3,000,000-. 

These and other matters relating to Fire Insurance are 
dealt with in the paper by Mr. Sydney Preston and Mr. A. E. 
Sich. In the same paper emphasis is laid on another point of 
general interest. Industrially, the war period was one of 
unparalleled activity. The demand for materials, machinery, 
factory accommodation, and labour exceeded the supply as 
never before. Nearly all the characteristics of an industrial 
‘ boom ’ appeared in an intense degree. One of these, as most 
readers will be surprised to learn from Messrs. Preston and 
Sich’s paper, is a marked diminution of fires in business 
premises. The explanation offered, that an appreciable propor- 
tion of fires is caused deliberately and that this proportion 
rises in times of bad trade when factories are a drug on the 
market and falls conversely in times of good trade, is starthng. 
Yet this ‘ moral hazard’, if real, is no more than the counter- 
part of the similar movement of sickness claims in health 
insurance. When workpeople are earning good wages for full 
time and overtime they don’t or can’t afford to be ill ; when 
work is slack they claim sickness benefit if ever they get the 
chance. 

This movement shows itself unmistakably in the record of 
health insurance during the war, compiled by Sir Arthur 
Watson and his assistants. But the falling off of sickness 
claims was only one of many ways in which the health insurance 
scheme introduced in 1911 benefited financially by the war. 
The first valuation of the Approved Societies was taken as 
at 1st December 1918 ; the outstanding feature of its results 
was that in 96 per cent, of all the societies surpluses were 
disclosed, amounting on an average to more than £1 per head. 
Sickness, as already stated, was below expectation. Claims for 
disablement benefit by men were less than half the expectation ; 
a result no doubt due largely to the retention of employment 
by ageing persons who might otherwise have retired. The 
low birth-rates of war years reduced maternity claims. The 
ligh death-rates of ipen of military age were equally profitable 
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to the finance of health • insurance ; tliey were cut off ^fter 
contributing for some years of low sickness risk and before 
reaching the later years when health declines. While claims 
and liabilities were thus cut down in many directions, income 
grew, both because payment of contributions was less broken 
by sickness and unemployment and because the rate of interest 
rose. 

While the State scheme of health insurance has thus 
actually benefited in so many ways through war-time con- 
ditions, the companion scheme of unemployment insurance 
has had a career of chequered fortunes. The brief opening 
panic increased claims for a few weeks in August 1914, but the 
rest of the war period was one of ever-increasing prosperity 
and the imemployment ftmd mounted steadily. Unfortunately, 
the prosperity was so dazzling as to blind most men’s eyes, 
and practically no provision was made for the inevitable 
depression after the war. After 1918 the original scheme of 
insurance was overlaid by a series of emergency measures — 
free ‘ doles ’ and uncovenanted benefit and the like ; the 
reserve fund melted in a moment. Though, by experience of 
the British scheme since 1911, the necessity and practicability 
of insurance as a means of providing for unemployment has 
been demonstrated beyond reasonable question, the long-drawn 
depression since 1920 has shown both the limitations of insurance 
and the inevitability with which governments take the easy line 
of perpetually extending and increasing its benefits. 

To the last class of business here considered — ^life assurance — 
as to unemployment insurance, the war brought both loss and 
gain. This may be followed in detail in Mr. S. G. Warner’s 
paper. One contrast between the financial experience of the 
Life Assurance Companies and the Approved • Societies for 
health insurance through the changing rate of interest, is so 
important as to require special notice here. Both types have 
benefited and stand still to gain by the higher rate of interest. 
But this higher rate implies a capital depreciation of old 
investments in fixed interest securities. The depreciation has 
been of little moment to the Approved ^Societies ; they had 
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barely begiin accumulation when the war came. To the Life 
Assurance Companies it was a very serious matter intjeed ; 
the extent to which the loss has been and is being made good 
by the higher interest that can be earned on new accumulations 
is still uncertain. 

It is not the object of this Introduction, however, to 
summarize aU the many important questions answered or 
raised in the papers that follow. Enough will have been done 
if the few points cited serve to illustrate the diverse and often 
unexpected ways in which the war influenced the whqle of our 
economic structure. For this a study of the various insurance 
schemes has peculiar value. In their fortunes the changing 
fortunes of the community are well reflected. 




STATE INSURANCE AGAINST 
WAR RISKS AT SEA 

BY 

SIR NORMAN HILL 




STATE -INSURANCE AGAINST 
WAR RISKS AT SEA 

I. THE FORMATION OF THE SCHEME 

The poKcy of attacking the sea-borne trade of an enemy is 
no new thing. It has always played an important part in mari- 
time warfare, and therefore the problem of the defence of our 
oversea trade has always been with us ; but in the three genera- 
tions preceding the war our dependency on oversea trade had 
increased, until from the time when we as a nation had to 
maintain that trade that we might prosper, we have now to 
maintain day by day that trade to enable us to live. Further, 
the change from sail to steam, and the development of cable 
and wireless communications, had added new, and in great 
measure imtested, factors that could be used both for and against 
the maintenance of oversea commerce. 

The British Admiralty held that the command of the sea is 
essential for both the successful attack and defence of com- 
merce, and that therefore the primary duty of a fighting navy 
was to secure and maintain such a command. It followed 
that the best defence of our commerce was the concentration 
of our naval power on this primary duty, and that the dissipa- 
tion of such power in an attempt to defend each and all of our 
trading vessels must lead to disaster. Neither the Admiralty 
nor the nation foresaw the development of submarine warfare 
against commerce, and during the war it was only after 
terrible loss that it became obvious that command of the sea, 
to be effective, must extend to underwater warfare. But the 
Admiralty .foresaw that however strong and well prepared our 
fleet might be, it must take time before such a command of 
the sea could be obtained as would secure to oxir trading vessels 
^e degree of freedom that would enable their voyages to be 
made with reasonable prudence ; and the Admiralty always 
recognized that it would be impossible to protect every trading 
vessel. 
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It was such considerations as these that forced to the front 
scheiflies for National Indemnity, and National Insurance against 
Maritime War Risks. The object of both plans was the same : 
that the State should assume responsibility for losses to oversea 
trade resulting from war perils. 

It was believed by all those who studied the question that 
if the Navy were maintained at sufficient strength the actual 
losses would prove far less than was generally anticipated ; 
and that what was to be feared most was not the actual losses 
but rather that disorganization in the steady flow of trade which 
must result if the shipowners, the merchants, the bankers, and 
the underwriters were called upon to face on the outbreak of 
war what must then be unknown and unmeasured risks. It 
was believed that, in time, the oversea trade would adjust 
itself as it always had to war conditions, on terms which would 
leave satisfactory profits to those engaged in the trade ; but it 
was also believed that the suffering and loss to the nation 
whilst such process of adjustment was proceeding would be 
acute. 

The proposal that the State should assume responsibility 
for war losses at sea without making a charge was described as 
indemnity, whilst the proposal that the State should assume 
responsibility as against the payment of a premium was 
described as insurance. Both schemes were based on the same 
principle, and in application they would both throw, in the one 
case directly, and in the other indirectly through the premiums, 
the burden of the war risks on those dependent on our oversea 
trade, that is to say on the nation at large. But under the 
indenmity scheme only the actual losses would have to be 
met, whilst under the insurance scheme the premiums charged 
might exceed those losses. 

From 1886, and possibly earlier, these schemes were 
discussed and canvassed by underwriters, merchants, and 
bankers, and sometimes even by politicians ; but it was only 
the shipowners’ associations that worked year after year to 
get them into a practicable form, those being the only trading 
organizations in this country who consistently devote their 
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attention to the conditions under -which our oversea trade is 
carried. Our manufacturers and merchants, so far as the cost 
of transport is concerned, only interest themselves in two 
questions : what is the freight ? and what is the cost of insur- 
ance ? They rarely devote serious attention to the factors that 
go to make up the cost of oversea carriage ; whilst the under- 
writer’s business is to take the risk whatever it may be, pro- 
vided it can be covered under the law of average, by premiums 
which in the aggregate will more than cover the losses. The 
result was that, somewhat unfortunately, the proposals came 
to be regarded as merely shipowners’ schemes, and as such 
they were suspect, although consistently supported by men 
who could speak with great authority from the Admiralty point 
.of view. 

The war in South Africa had forced the nation to consider the 
necessity for national preparation, not only from the military 
but also from the economic standpoint, and in 1903 an associa- 
tion was formed to promote an official inquiry into the security 
of om food-supply in time of war. The Duke of Sutherland 
presided, and its members represented every class and every 
interest in the community. In the statement issued upon its 
formation, this Association pointed out that more than three- 
fourths of our population was dependent upon food which was 
imported from abroad, and therefore liable to capture on its 
way to our shores in the event of a war between Great Britain 
and any of the Great Powers ; it added that many of the most 
eminent men of business in the corn trade had signed their 
names to the opinion ‘ that if Great Britain should become 
involved in a European war the country must be prepared to 
see bread at famine prices to the poor’. The representations 
made by this Association to Mr. Balfour’s Administration led 
in 1903 to the appointment of the Royal Commission on Supply 
of Food and Raw Material in Time of War. On this commission 
Lord Balfour of Burleigh acted as Chairman, and His Majesty 
King George V served as a member. The inquiry was of the 
most searching character, and the Report proved a very able 
forecast of our ecojgomic conditions during the late war. 
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The Royal Commission confirmed, it confirmation weje 
needed, our dependency upon our oversea trade for both our 
food-supplies and the raw material needed for our factories. 
It found that one-half of the meat consumed in the United 
Kingdom was imported, and of the wheat and flour nearly 
four-fifths of our total requirements came from oversea. The' 
Report further made clear how small were our stocks, and how 
much we depended on the steady flow of imports. Of wheat 
we had usually about 17 weeks’ supply in hand in the month 
of September, but throughout the year the stocks ranged from 
7 to 17 weeks, whilst in August they would sometimes fall even 
below 7 weeks’ supply. On the other hand, the Royal Commis- 
sion showed how widely the sources of our supply were distri- 
buted geographically, and how great was our power of drawing- 
upon one source to compensate for failure in another. 

Upon the main question the Royal Commission found that 
while there would be some interference with trade and some 
captures, ‘ not only is there no risk of a total cessation of our 
supplies, but no reasonable probability of serious interference 
with them, and that, even during a maritime war, there will be 
no material diminution in their volume, unless we lost com- 
mand of the sea’. But while holding this view, the Royal 
Commission made it clear that they regarded with much concern 
the effect of war upon prices, and especially therefore on the 
condition of the poorer classes. 

In considering the question of prices the Royal Commission 
distinguished between the economic rise, caused by actual 
deficiency, if any, of imports, as also by the enhanced cost of 
transport, and the psychological rise due to apprehension and 
uncertainty as to what was going to happen. It was in their 
opinion the risk of a panic rise of prices that was tb be feared. 
This risk was even greater than they foresaw, because they had 
not clearly before them the fact that owing to the colossal 
proportions to which the volume of trade had grown during 
a century of unprecedented expansion, the movement of the 
goods in transit had become dependent on credit provided by 
banks and discount houses. 
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Under the conditions of modern commerce, by far the greater 
proportion of the cargoes at any time afloat belong not to the 
producers, the merchants, or the consumers, but to the financial 
interests who have discounted bills of exchange representing 
the purchase price of the goods, and who hold as their security 
the bills of lading and policies of marine insurance. Under 
peace conditions there is no more attractive opening offered for 
the employment of capital. The security against all ordinary 
trading risks is ample, because the advance is repaid out of 
the selling price of the goods on the completion of the voyage, 
or if the goods be lost, out of the ’insurance money. Moreover, 
the bills of exchange against which the advances are made 
afford the most convenient means for the adjustment of inter- 
national exchange, and they therefore pass freely from hand to 
hand, and from coimtry to country in the process of these 
adjustments. In fact, international finance is in very great 
measure based on the security afforded by the bill of exchange 
drawn against goods in transit, and it is to that extent depen- 
dent on the security of not only the bill of lading for the goods, 
but also on adequate insurance against the risks incident to the 
transit. If such security be called in question, the whole com- 
plex web of international finance, and with it the flow of oversea 
trade, is imperilled, and cannot be re-established on the basis 
of the economic rise in prices resulting from actual or appre- 
hended deficiency. The merchants have not the capital to 
risk, and the credit they require is based on security, because 
the banks and discount houses work for an interest return on 
the capital they provide, and will not assume the position of 
sellers, with the chance of either profit or loss, as the markets 
may fluctuate. What, therefore, was to be dreaded above all 
else was the influence of war panic on international credit, 
which is always exceedingly sensitive, and particularly respon- 
sive to the influence of war perils. 

The Royal Commission gave careful consideration to the 
proposals for national indemnity or insurance against maritime 
war risks, and they closed their Report with the following 
paragraph, every "word of which has been justified by the 
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experience of the most bitter, and on the, part of the enemy the 
most brutal, war in which this country has ever engaged : 

‘ We look mainly for security to the strength of our Navy ; but 
we rely in only a less degree upon the widespread resources of our 
mercantile fleet, and its power to carry our trade, and reach all possible 
sources of supply wherever they exist, and we believe that a guarded 
and well-considered scheme of National Indemnity would act as a 
powerful addition to our resources, because it wotdd tend to keep down 
the cost of transport and therefore go far in the direction of preventing 
high prices in time of war, while at the same time it would be a stimulus 
to the enterprise of British Shipowners.’ 

Notwithstanding this Report, the adoption of a system of 
State guarantee against war risks was still a long way off. 
The Royal Commission recommended that a small expert 
committee should be appointed to investigate the subject and 
to frame a scheme, expressing the hope that there might be no 
undue delay in taking this step and in completing the necessary 
arrangements. Accordingly, in 1907, a Treasury Committee 
was appointed, with Mr. Austen Chamberlain in the chair. 
The proposals for insurance and indemnity were again examined 
with care, but the Committee were ‘ unable to recommend the 
adoption of any form of National Guarantee against the war 
risks of shipping and maritime trade except that which is 
provided by the maintenance of a powerful Navy ’. 

On the evidence placed before it, the Treasury Committee 
were dismayed at the apparent administrative difficulties and 
the unknown financial responsibilities attaching to the adop- 
tion of the system ; and these apparent difficulties were made 
to bulk very large. It was maintained by witnesses, who spoke 
with business experience, that the system was useless, unneces- 
(sary, and indeed impossible. It was argued that it was useless, 
because the payment by the State of the value of a ship or 
cargo lost could no nothing towards maintaining our supplies, 
klt^s even argued by one witness, that to give the shipowners 
lUillertainty of being compensated if their ships were captured, 
^ust stimulate them in the pursuit of captors for the ship and 
of the consequent indemnity. But it was forgotten that if we 
were to be fed, war perils must be run, not^only by our seamen 
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but also by our businegs men, and that the surest way to secure 
that business ventures would be attempted was by a guarantee 
against unknown and, from a business point of view, immeasur- 
able risks. It was stated that the system was unnecessary, 
‘because the underwriting market had always in the past proved 
ready and willing to assume on reasonable terms, war risks ; 
but it was forgotten that the past afforded no basis upon which 
the market could measure the perils incident to modern naval 
warfare, and that even underwriters, without the experience of 
years upon which to base their averages, were liable to the 
psychological influences which the Royal Commission viewed 
with so much apprehension. It was urged that the system was 
impossible, both because the delays inevitable to any offlcial 
methods of ad m inistration must be fatal to its commercial 
utility, and the inexperience of Government officials would 
invite, and render it impossible to detect, frauds ; but it was 
forgotten that the system would merely supplement, and not 
replace, commercial enterprise ; and as to the risk of fraud it 
was pointed out that business men are never deterred from 
action which is necessary and likely to produce broad good 
results because there are such risks. The last argument that 
the system should not be adopted because of the unknown 
financial responsibility attached to it, was pressed the hardest, 
but it was indeed the weakest of all the objections. It was 
because the losses could not be estimated that the system 
was necessary. If the State with all its resources shrank from 
the unknown, how could it expect the shipowner, the merchant, 
the banker, and the underwriter to regard the war risks as a 
mere matter of business at other than panic prices ? 

The Report of the Treasury Committee was a disappoint- 
ment, but not a discouragement, to the shipowners who for 
years had been working for the scheme. They were satisfied 
that it was necessary in the national interests, and that this 
was becoming more apparent every year. The underwriters^ 
who for three generations had made money out of mere rumours 
of war, had been forced in the Spanish-American war, and far 
more in the war between Russia and Japan, to encounter actual 

1569-58 



18 STATE INSUKANCE AGAINST WAR RISKS AT SEA 

war losses. In consequence, although .the insurance market 
was 'still prepared to take w^ar risks from voyage to voyage, 
it became at first difficult, and afterwards impossible, to secure 
continuous cover from these risks in the Open Market. Even 
if the shipowner or the cargo-owner had been paying war-risk 
premiums voyage after voyage, the moment there was any 
serious ground for anticipating an outbreak of war the rates 
advanced and the market contracted. 

To meet this new position the shipowners generally organized 
themselves on the line that had been adopted by the North of 
England Protecting and Indemnity Association in 1899, and 
associations were formed in 1912 in both London and Liverpool 
in which, together with the North of England Association, 
there was included, by 1914, nearly tlnee-fourths of the British 
steamship tonnage employed in our oversea trade. The object 
of these associations was to insure ships, but not their cargoes, 
on the mutual principle against war perils, both in the case of 
war between two foreign nations, and also when Great Britain 
was one of the belligerents. When Great Britain was at war 
the cover was limited to the vessels actually at sea, or in an 
enemy port, on the declaration of war ; and in the case of those 
vessels it extended only until the time of their first arrival at 
a British or neutral port which was a safe port for the ship to 
lie in. Vessels which were not at sea on the outbreak of 
hostilities, but were in a safe port, were held insured only while 
they remained there. 

The organization of these associations was in one sense in 
direct opposition to the plan which had been favoured by the 
Royal Commission but rejected by the Treasury Committee, 
because their primary object was to restrain the vessels insured 
from running risks in any war in which this country -vfas 
engaged. It followed that soon after the outbreak of such 
a war, aU vessels insured in the associations would be found in 
safe British or neutral ports, and would remain there until 
they were able to obtain fresh insurance against the risks of war. 
But as the formation of the North of England Association in 
1899 was the first step, the formation ol the London and the 
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Liverpool Associations in 1912 was th6 next step taken towards 
what has proved to be the final solution of the difficulties. 

The shipowners in their organizations had met, so far as 
commercial enterprise could do so, the immeasurable risks 
incident to our being involved in naval warfare, but the fact 
that they could not, as a matter of business, face the risks 
incident to the continuance of their trades after the outbreak of 
war, emphasized the urgent necessity for the State’s co-opera- 
tion. The gravity of the position was recognized, and a Sub- 
Committee of the Committee of Imperial Defence was appointed 
by the Prime Minister in May 1913 

‘ to consider without prejudice to the question of policy, whether an 
administratively practical scheme can be devised to secure that, in 
case of war, British steamships shall not be generally laid up, and that 
oversea commerce shall not be interrupted by reason of inability to 
cover the war risks of ships and cargoes by insurance, and which will 
also secure that the insurance rates shall not be so high as to cause an 
excessive rise of price. Any scheme prepared must be on the basis of 
reasonable contributions being paid by the owners of ships and cargoes 
towards the cost of insurance.’ 

This Sub-Committee made their report in April 1914. 
Happily they were relieved from considering the question of 
policy to which both the Royal Commission and the Treasury 
Committee had devoted so much time ; but they had to solve 
the administrative difficulties which had bulked so large in 
the evidence given before the Treasury Committee. Previous 
failures had demonstrated that something more than a sound 
scheme was wanted ; the organizations by which such a scheme 
could be worked must be found if the Sub-Committee’s Report 
was to escape the apparently inevitable pigeon-hole. Further, 
the extent of the liabilities to be imposed on the State must 
be ascertained, if the opposition of the Treasury was to be 
overcome. 

It was not possible to form any estimate of the probable 
captures by the enemy, but the Sub-Committee were able to 
show in detail the value of British steamships at sea, and of 
the cargoes on board those vessels, both throughout, and at 
any given period, of the year; and from these figures 
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it was possible to assess the extent of the habilities. the 
scheme would impose on any percentage basis of captures 
the Admiralty thought necessary to assume. These values 
showed that the unknown financial responsibilities which had 
frightened the Treasury Committee were not of a very formid- 
able character, for even an assumed loss in six months of 
5 per cent, of all British steamships employed in foreign trade, 
and of the cargoes carried in those ships, would be covered by 
a charge of slightly exceeding 1 per cent, on the total values 
of such cargoes. 

The essentials to a sound scheme were, first, effective 
control over the movements of the insured ships, so as to 
guard against recldess trading under cover of the indemnity ; 
and secondly, the limitation of the amounts insured to no more 
than a fair and reasonable indemnity. The movement of the 
cargo could be controlled through the movements of the 
ships, and the Sub-Committee provided for the control of these 
by making their insurances dependent on their obeying orders. 
The question of values was a difficult one, but in regard to 
the ships the Sub-Committee recommended the hard and fast 
basis of the first cost, without allowance for the cost of altei’a- 
tions or additions, less depreciation at the rate of 4 per cent, 
per annum. This basis of valuation was a low one, but if the 
scheme were ever to be accepted in times of peace it was 
obvious, from the bitter attacks that had been directed against 
all previous proposals, that it must be made manifest that its 
object was not to find a convenient and lucrative market for 
the realization of ships by loss to the enemy, for which it w^as 
imagined every shipowner would be seeking. 

There remained the question of administration. What was 
wanted in regard to the ships were organizations through which 
the movements of the insured ships could be controlled from the 
moment that war became imminent, and by which, during the 
war, the daily business of insurance could be carried on under 
ordinary business conditions and with ordinary business 
dispatch. It was manifest that such organizations could not 
be created at a moment’s notice, and ih was at least doubtful 



THE FORMATION OF THE SCHEME 


whether the State, even if it could be ‘induced to bear the cost, 
could on its own account build up and maintain on a peace 
footing any organization which would prove efficient from the 
moment war became imminent. The shipowners had the 
organizations, but as matters stood their energies would he used 
in a'^oiding war risks, and not in keeping the oversea trade of 
the country going in the presence of war perils. As a possible 
poacher on State funds the shipowner was gravely suspect ; 
there was nothing for it but to make him into a game-keeper 
and to secure his services for the nation. 

The basis of the scheme recommended by the Sub-Com- 
mittee was the utilization of the machinery of the War Risk 
Mutual Insurance Associations which the shipowners had 
formed. The State was to enter into partnership with these 
associations, and the entered vessels were to be insured on joint 
account against war risks upon the following terms : First, 
voyages current when war became imminent were not to be 
stopped at the nearest safe ports ; on the contrary, vessels 
were to be encouraged to continue trading, and the war risks 
incident to these voyages were to be borne as to 80 per cent, 
by the State and as to 20 per cent by the associations. For 
this insurance no premiums were to be charged by either the 
State or the associations, as the shipowners would be running 
at peace freights, and under the conditions of their bills of 
la ding they would be under no obligation to complete the 
voyages in the face of war perils. Secondly, voyages started 
after the outbreak of war were to be insured by the associations 
at such rates of premium, to be paid by the shipowners, as the 
State might from time to time fix, and 80 per cent, of such risks 
were to be re-insured by the State at the same rates. Thirdly, 
standard forms of policies were to be adopted under which 
the right to the recovery of the insurance money would be 
made dependent on the vessel following the instructions of 
the Admiralty, and of the Committee of the association, as 
to routes, ports of call, and stoppages. Fourthly, the whole 
of the underwriting business, including the control of the 
movements of the in«ured ships, was to be managed by the 
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Committees of the associations upon which both the Admiralty 
and the Board of Trade were to be represented. Under these 
proposals the organization of the associations would be made 
responsible for the entire management of the Scheme, and 
their careful management would be assured, as they would be 
responsible for 20 per cent, of the amoimt by which the pre- 
miums proved insufficient to meet the claim. The rate of 
premium to be charged would be left enthely in the hands of 
the State, which therefore would be able either to guard itself 
against direct loss by keeping up the premiums, or to encomage 
oversea trade and to prevent the rise of freights and prices by 
keeping down the premiums. 

The administration of the cargo insurance did not present 
so many difficulties, for whilst there were no organizations 
amongst the traders similar to the shipowners’ associations, 
control over the movements of the insured cargoes would be 
secured by obtaining control over the movements of the ships. 
The Sub-Committee recommended that the premiums to be 
charged should be fixed by the State at a flat rate, and that at 
that rate all cargo carried on all insured vessels should be 
entitled to State Insurance against war perils, subject to the 
condition that it was also insured against all ordinary marine 
perils. And further that the values covered by the State should 
be the same as those insured against marine perils. The work 
of administration in regard to the cargo insurance was therefore 
more or less routine. There would be no fixing of rates, for 
that would be done by the State ; there would be no selection 
of risks, for all cargo on aU insured ships would be entitled 
as of right to the State Insurance ; there would be no fixing of 
values, for those would be fixed by the marine policy. What 
would be wanted was an organization to issue, on application, 
policies in respect of cargo which complied with the above 
conditions, and to adjust claims as they arose with ordinary 
business dispatch ; and the Sub-Committee advised that the 
State could with confidence rely on the help of the insurance 
market in providing and working such an organization. These 
were the reconamendation of the Sub-Cemmittee, and so that 



23 


THE FORMATION OF THE SCHEIME 

theip proposals, if accepted, might be carried into immediate 
operation should occasion arise, they worked out in detail the 
policies and other forms needed to carry them into effect. 

The Sub-Committee’s Report was signed on the 30th April 
1914, but for weeks the chances appeared to be that nothing 
would be done towards bringing its proposals into operation. 
Indeed, as late as the Thursday before war was declared, the 
managers of the shipowners’ associations were told that it was 
not proposed, at any rate for the present, to adopt the Report. 
It was perhaps fortunate that the men who had been wnrking 
for the Scheme had by this time realized that nothing but dire 
national necessity would ever induce politicians to face the 
responsibility of acting on principles which had been debated 
and criticized from many standpoints for nearly a generation. 
That there was such hesitation was perhaps natural ; some at 
any rate of the critics were of business experience, and it was 
impossible to eliminate entirely the idea that the whole scheme 
was an attempt on the part of the shipowners to obtain, at the 
expense of the State, something for nothing. Accordingly, 
although on the Thursday before war was declared the chances 
of the Scheme being brought into immediate operation appeared 
remote, the work of preparation went steadily on, though under 
considerable difficulties, for the report of the Sub-Committee 
had still to be treated as a confidential document. 

It was not until midnight on the Simday before war was 
declared that the managers of the shipowners’ associations 
were told that the Government was prepared to act on the 
Report of the Sub-Committee, and that they were at liberty 
to submit the proposals to their members. On Monday the 
3rd August 1914 a slip based on the forms of policies scheduled 
to the Report was initialled on behalf of the Board of Trade, 
and on Tuesday the 4th August 1914 the Committees of the 
shipowners’ associations adopted the scheme and issued a 
circular in which they said : 

‘ The intention of the Scheme and the object of the Government in 
re-insuring the Eling’s Enemy risks to the extent of 80 per cent, is to 
maintain the oversea Jrade of the country wherever it can reasonably 
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be maintained. Of course, Members should act prudently, remembering 
that-thej^ are all partners the one with the other, and \sith the Govern- 
ment. The Association relies on e%'ery partner doing his best to 
minimize calls, but Members will at the same time recognize that their 
duty to the State is to keep their ships going wherever it is reasonably 
possible.’ 

On the 5th August 1914 the State Cargo Insurance Office 
was opened, the insurance market responding inmiediately to 
the Government’s call for help, and protdded the trained 
staff and the expert advice by which alone the work of that 
office could be carried on with success. 

The Scheme, when it came into operation, had to be taken 
enth'ely on trust, for owing to the delay in publishing the 
Sub-Committee’s Report, Parliament, the shipowners, and the 
cargo-owners had no opportunity of considering its provisions ; 
but the Government’s action was approved by Parliament 
without debate on the 4th August 1914, and tlie work of years 
was accomplished. 

II. THE WORKING OF THE SCHEME 
(a) The Insurance of Ships 

As the war progressed, the Scheme, both as regards hull 
and cargo insurance, was from time to time varied and extended ; 
but upon all essential points in regard to hull insurances it 
remained in operation in both substance and form up to the 
20th August 1917. By that date almost the whole of the 
British Mercantile Marine had been taken over by the Govern- 
ment under requisition, or was being worked by the shipowners 
on account of the Government under the Liner Requisition 
Scheme. Under the charters used in both forms of requisition 
the Government assumed, in regard to hulls, direct responsibility 
for aU war losses, and secured complete control over the 
voyages to be undertaken and the cargoes to be carried by the 
ships. Further, by the prohibition of the less essential imports, 
by control over prices, by rationing, by the fixing of freights, 
and by the regulation of foreign exchange it had by August 
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1917 created trading conditions which had little, if any, relation 
to those which the Scheme was framed to meet. The Scheme 
was a commercial one : it provided insurance facilities to 
encourage the shipowners and the traders to run all reasonable 
business risks, in order that the nation’s oversea trade might 
be maintained, and it assumed that what was reasonable would 
be judged from a commercial standpoint. It followed that 
under the Scheme national needs would only be brought into 
account in so far as they were reflected by the freights offered, 
and the prices the nation was prepared to pay for the imports 
it required, because on a commercial basis only those voyages 
would be attempted, and only those cargoes would be shipped, 
which showed reasonable prospects of proving profitable to 
the shipowners and the traders. Moreover, the Scheme assumed 
the existence of an effective command of the sea : not an 
absolute command, because it was recognized that that was 
an impossibility, but such a command as would assure a 
reasonable probability of the trading ship being able to com- 
plete its voyage. During the first six months of 1917 it became 
manifest that we had then no such command of the sea. The 
Admiralty had failed disastrously even to rmderstand the 
perils to oversea trade from submarine warfare, and they had 
made hardly any provision to guard against them. The risks 
to which the ships and their cargoes were then exposed could be 
covered by no system of commercial insurance. 

The first seven months of 1917 mark the transition period 
from commercial to State control of shipping and oversea 
trade. They further cover the period during which the 
Admiralty had, as regards under-water warfare, lost command 
of the sea around the coasts of the United Kingdom. The 
success or failure of the Scheme should therefore be judged 
from its working up to the end of 1916. 

On the outbreak of the war, the State entered into partner- 
ship with three of the shipowners’ war-risk insurance organiza- 
tions : the North of England (which was the first of the ship- 
owners’ organizations to undertake that form of insurance) ; 
an organization kopwn as the London Group, which repre- 
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sented six separate shipowners’ associations ; and the Livei’pool 
and 'London War Risks Insurance Association. These War 
Risk Clubs covered practically the whole of the British steam- 
ship tonnage employed in oversea trade. 

The partnership agreement embodied the recommendations 
made by the Sub-Committee of the Imperial Defence Committee. 

On all voyages current on the outbreak of the war each 
Club held all its members insured against King’s enemy risks 
up to the values at which the vessels were entered, and the 
State, as re-insurers, covered the Club up to 80 per cent, of 
the liabilities they so assumed. This insurance and re-insurance 
was given without premium being charged, the loss as to 80 per 
cent, falling on the State, and being met as to the remaining 
20 per cent, by calls on the members of the Club. 

On all new voyages started after the outbreak of the war, 
the Club placed at the disposal of each of its members facilities 
for insurance against King’s enemy risks up to values, and at 
premiums, approved by the State, and the State as re-insurers 
covered at the same rates of premium 80 per cent, of all such 
insurances as were effected with the Club. It was open to each 
individual member to use or not these facilities as he pleased. 
He was free to insure in the Open Market, or to run his vessel 
uninsured ; but in order to secure control over the movements 
of the ship, it was a condition of the insurance of cargo under 
the Scheme that the vessel carrying that cargo must be insured 
in one of the Clubs. At first it was sufficient to obtain cargo 
insurance if the ship were insured in a Club up to 30 per cent, 
of its entered value, but this was at a later date increased to 
50 per cent. This condition in practice necessitated all vessels 
engaged in general trade being insured up to the required 
nxinimum with the Clubs, 

Whether the member used the insurance facilities or not he 
remained liable to pay any calls the Club might have to mahe, 
if the Club’s 20 per cent, of the losses exceeded the Club’s 
20 per cent, of the premiums, such liability being the condition 
of his membership, which carried with it the right to use the 
insurance facilities afforded by the Club. 
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•The insurance values for the purposes of the partnership 
were limited to the first cost of the vessel, without allowances 
for the cost of alterations or additions, less depreciation at 
the rate of 4 per cent, per annum with a minimum value equal 
to 30s. a ton gross registered tonnage. The Scheme recom- 
mended by the Sub-Committee provided for the assured 
bringing into account, and in reduction of his claims under the 
Club policy, all sums he received in respect of any other insur- 
ances he held against King’s enemy risks. Some of the ship- 
owners considered that this basis of valuation was far too low ; 
that in fact it was not sufficient to warrant their sending their 
ships to sea. To meet these objections the Government agreed 
to waive the condition as to the bringing of other insurances 
into account, provided in the opinion of the Committee of the 
Club the total amount insured against war risks under all 
pohcies on the ship was not unreasonable. Some of the Clubs 
thereupon started on their own account, and without any 
re-insurance by the State, the insurance of ‘ excess values ’ 
to an amount agreed between the Committee and the individual 
member, and in other cases the members effected excess value 
insurances in the Open Market. 

As the market value of tonnage advanced, and as the cost 
of replacement increased, the Government agreed to the Clubs 
increasing the insurable values rmder the Scheme by 20 per 
cent, as from the 10th March 1915, and by 50 per cent, as from 
the 3rd January 1916, and further to the Clubs waiving the 
writing off of depreciation at the rate of 4 per cent, as from 
the 9th September 1914. 

On the new voyages starting after the outbreak of war the 
Sub-Committee of the Imperial Defence Committee had advised 
that : 

‘ It will in our opinion be necessary to have different rates of premium 
for different zones, and it may also be found advisable during the course 
of the War to change the rates for certain of these zones. But we are 
strongly of opinion that the different rates should be as few as possible, 
and also that the changes in these rates should be as infrequent as 
possible. It is admitted that the State is not undertaking the business 
with a view to making a profit out of it, but solely with the object of 
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preventing the interruption of our oversea commerce in time of war 
owing .to inability to insure against war risks through the usual channels. 
The rates charged by the State must not, therefore, be so low as to 
compete with the rates that the insurance market may be willing to 
quote, nor must they be so high as to be prohibitive, or materially 
to affect the cost of the food or other merchandise being brought to or 
carried from these shores. At the same time it would be obviously 
unfair to the State’s partners in this business — the individual ship- 
owners in the Clubs — that they should be called upon either to pay 
premiums out of aU proportion to the risks of the voyage undertaken, or 
to bear their share of losses in respect of voyages insured at much too 
low a premium. It is for this reason that we recommend that the 
premiimrs charged should to some extent depend on the risk involved. 
But we should like to suggest that the maximum rate for any voyage 
should be 5 per cent., and the minimum rate 1 per cent.’ 

The declaration o£ war followed so soon after the adoption 
of the Scheme that there was no time even to attempt to assess 
different rates of premiums for different zones or different 
voyages. Even if there had been, it is very doubtful if any such 
differentiation would have been possible in view of the informa- 
tion then available as to the enemy’s intentions and the forces 
at his disposal. Indeed, until the enemy’s cruisers and raiders 
had been disposed of, the adoption of premitims based on zones 
graded in accordance with the risks existing therein, presented 
almost insuperable difficulties. In the circumstances the 
Government adopted on the outbreak of the war a flat rate of 
premium for all voyages, and this method was adhered to until 
the underwriting partnership with the Clubs came to an end in 
August 1917. As a voyage flat rate in the coasting and other 
short sea trades would have been prohibitive, the Government 
quoted a time rate to cover a period of 91 days, which was 
fixed at double the voyage rate, on the assumption that on the 
average vessels in the oversea trade would under war conditions 
make eight voyages in the year — that is four outward and four 
inward voyages — each occupying on the average 45 days. 

The Sub-Committee had recommended the same maximiun 
and minimum rates for both hull and cargo insurance. The 
risks were the same, but on the outbreak of the war the Govern- 
ment realized that the reaction of the premium would be far 
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mpre marked, in the case of freights 'than on the selling price of 
the cargoes. The Sub-Committee had based their estimates 
of the liabilities the State would assume under the Scheme on 
the assumption that under pre-war conditions British steam- 
sliips employed in the ocean oversea trade : 

(1) were of the average value of, Liner tonnage £10 per ton 

gross, and Tramp toxmage £4-50 per ton dead- weight 
carrying capacity ; 

(2) were earning gross per annum on the average. Liner 

tonnage £8 per ton gross, and Tramp tonnage £3 per 
ton dead- weight carrying capacity; 

(8) were making on the average ten voyages in the year, 
that is, five outward and five inward voyages ; 

(4) were earning net per annum, on the average, before 
providing for depreciation, 10 per cent, on the value 
of the tonnage employed. 

On these assumptions the average gross earnings, that is the 
freight charged, on each voyage represented under normal 
trading conditions m the Liner tonnage 8 per cent., and in the 
case of the Tramp tonnage 6-66 per cent, on the values of the 
ships employed ; whilst the net earnings per voyage on both 
classes of tonnage represented 1 per cent, on such values. 
If on each voyage there had to be added to the expenses of 
that voyage a war-risk premium at the rate of 5 per cent, on 
the value of the ship, it followed that the gross freights would 
have to be advanced in the case of the Liner tonnage by 
62-50 per cent., and in the case of the Tramp tonnage by 75 per 
cent., if the shipowner were to be left with net earnings equal 
only to 1 per cent, per voyage on capital represented by the 
ship. In the same way war-risk premiums at the rate of only 
1 per cent, would warrant an advance in gross freights amount- 
ing to 12-50 per cent, in the case of theLiuers, and of 15 per cent, 
in the case of the Tramps. On the other hand, a war-risk pre- 
mium of 5 per cent, on the value of the cargo would be within 
normal market fluctuations. In view of these considerations the 
Government, whilst fixing the premium on cargo insurance at 
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5 per cent., which was the maximum suggested by the Sxib- 
Committee, started with the premium of 25s. per cent, for the 
hull insurances. 

The premiums charged on hull insurance during the existence 
of the partnership with the Clubs were as follows : 


Period during winch 
rate was in force 

Single 
voyage 
per cent. 

Round 
voyage 
per cent. 

Time 

91 days 
per cent. 

1 

5. d. 

s. 

d. 

s. d. 

4 Aug. 1914-12 Aug. 1914 . 

25 0 

50 

0 

Nil 

13 Aug. 1914-31 Aug. 1914 . 

25 0 

50 

0 

50 0 

1 Sept. 1914-16 Deo. 1914 . 

20 0 

40 

0 

40 0 

17 Dec. 1914-19 Sept. 1916 . 

15 0 

30 

0 

30 0 

20 Sept. 1916-18 Mar. 1917 . 

20 0 

40 

0 

40 0 

19 Mar. 1917-22 Apr. 1917 . 

30 0 

60 

0 

60 0 

23 Apr. 1917-19 Aug. 1917 . 

50 0 

100 

0 

100 0 


Claims for damage to an insured vessel were payable as 
ascertained. Claims for a total loss were payable by equal 
instalments at six, nine, and twelve months from the date of 
loss, but such instalments carried interest from such date at the 
rate of 4 per cent, per annum. 

In the event of a capture, a total loss was not payable in 
the event of the vessel being restored to its owner within 
183 days, but the Club paid the cost of repairing any damage 
sustained by the vessel, the expenses incurred in respect of the 
capture and release, and a sum equal to 10 per cent, per annum 
on the insured value from the date of capture up to the date 
of release. 

The administration of the Scheme in regard to the insurance 
of the vessels was left in the hands of the Clubs, and the whole 
of the cost of that administration was borne by them. Repre- 
sentatives of the Admiralty and of the Board of Trade were 
made members of the Committees of each of the Clubs ; and 
under the partnership agreement the Government had, and 
exercised, the right to examine the books and documents of 
the Clubs relating to the original insurances and any losses and 
claims thereimder. 
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The Clubs charged and collected the premiums in full at 
the rates fixed by the Government, and issued their own 
policies insuring the whole 100 per cent, of the risks accepted. 
They then re-insured with the State 80 per cent, of the risks 
so accepted, and paid over to the Government 80 per cent, of 
the premiums thay had collected. 

Certain risks were, from time to time, excluded by the 
Government from insurance under the Scheme, as for example 
Baltic and Black Sea voyages throughout the war, and to 
certain Scandinavian ports at different periods during the 
war. The Clubs issued no policies in respect of these excluded 
voyages. 

The underwriting business as between the Clubs and their 
individual members, and as between the Clubs and the Govern- 
ment as the re-insurers, was carried on in all respects in accor- 
dance with customary underwriting practice, except that the 
Government representatives on the Club Committee had the 
power to dissent to any settlement or decision of the Committee 
relating to : 

(1) The settlement of losses and claims attaching to the 

policy; 

(2) Questions relating to cancellation and return of premiums, 

average deposits, salvage and refund, and generally 
upon all matters appertaining or incidental to the 
insurances. 

If this power of dissent were exercised, then the point at 
issue was left to be determined as between the Club and the 
individual member concerned by the Law Courts, and the State 
as re-insurers was bound by the decision of the Court. 

The organization of the Clubs was freely used to keep the 
shipowners and their captains in close and constant touch 
with the representatives of the Admiralty, and by this means 
routes were laid down and other methods were adopted to 
minimize risks. The Committee of the Club was in a position 
to enforce observance of the instructions it issued, as wilfxil 
disobedience imperijled the member’s rights imder the policy. 
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The administration of the Scheme in regard to the insurance 
of the vessels involved an immense amount of work, but it 
was performed by the Clubs and at their o'fiTi cost. 

(b) The Insurance of Cargo 

For cargo insurance under the Scheme, the State opened an 
office in the City of London on the day following the declai'a- 
tion of war. It was an office attached to the Board of Trade, 
but it was largely staffed by expert clerks from the insurance 
market, and the Board of Trade appointed an Advisory Com- 
mittee of experts in insurance practice and law to exercise 
a general supervision over the working of the Scheme and a 
general control over the Cargo Insurance Office. 

The work to be undertaken by the Cargo Insurance Office 
was hmited and defined by the Scheme as follows : 

(1) Cargo afloat at the time of the outbreak of the war was 
not insurable. 

(2) All cargo, irrespective of the nationality of the owner of 
such cargo (except enemy cargo), carried on a vessel which was 
insured under the Scheme, on a voyage started after the 
outbreak of war, was insurable, provided it was insured under 
marine policies. 

(3) The risks to be covered were King’s enemy risks. 

(4) The rate of premiums was to be the flat rate, fixed, from 
time to time, by the State. A rate agreed for a specific voyage 
held good, provided the cargo started on such voyage within 
fourteen days ; but if the voyage were delayed under the orders 
of the Adirdralty, the assured had the option of cancelling the 
policy and receiving back the premium paid. If the voyage 
were not started within the fourteen days, then the rate current 
at the time of the start was payable. 

(5) The values to be covered were those agreed in the marine 
insurance policies covering the same cargo. 

(6) The marine insurance policies must have been issued 
by members of Lloyd’s, British Insurance Companies, or other 
approved insurance companies and underwriters. 
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(7) Claims were to be settled on the basis of the marine 
insurance policies, but such last-mentioned policies were deCmed 
. ^ contain such standard clauses as might be approved by the 

State in regard to the particular class of cargo insured. 

(8) Claims were to be settled by the Advisory Committee, 
but in the event of dispute with the assured, the liabiHty of the 
State was to be determined by the Law Courts. 

(9) Qaims as agreed were to be settled at once in cash. 

In concentrating the work in a single office in London, 

the Board of Ti’ade acted on the Report of the Sub-Committee 
of the Imperial Defence Committee. During the war strong 
representations were made from time to time as to the advisa- 
bility of opening offices in Liverpool, Glasgow, Manchester, 
Cardiff, and other -ports, but the one office proved capable 
of discharging the work imposed upon it, and there were many 
advantages in having it in constant and immediate touch 
with the Board of Trade and Admiralty. 

In excluding from the Scheme cargo afloat at the time of 
the outbreak of the war, the Board of Trade also acted on the 
Report of the Sub-Committee, which, speaking in times of 
peace, had pointed out that : 

‘ The main inducement to a cargo-owner to insure these risks (war 
risks) at present is the fear that, if war becomes imminent or breaks 
out, he may not be able to effect his insurance at all. If you give him 
the certainty of being able to cover this insurance, he may consider it 
unnecessary to continue to insure in the market. He will be saving 
premiums on a very large number of transactions, and will not much 
mind what premiums he has to pay on the few shipments or cargoes he 
may have afloat when war breaks out, as long as he knows for certain 
that, at a price, he can cover these risks.’ 

The Sub-Committee had had impressed on them during the 
course of their investigations that if cargo already afloat were 
to be covered on the outbreak of war, the Open Market would 
regard the Scheme as depriving it of business which it was 
well able to handle ; and in making their recommendation in 
favour of the exclusion of such cargo the Sub-Committee was 
without doubt influenced by the desire to secure the support 
of the Open Market to the Scheme generally. 

1569.68 -n 
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When war came it was found that the Open Market, was 
entirely unable to deal with the cargoes then afloat. Only a 
small proportion were insured against war risks, the market 
was timid and narrow, and such rates as were quoted were 
prohibitive. To have refused insurance under the Scheme to 
these cargoes would have been disastrous to the maintenance 
of international credit, and accordingly the Board of Trade 
sanctioned the insurance under the Scheme of the cargoes that 
were afloat on the outbreak of the war. 

The determination of the partnership between the State 
and the War Risk Insurance Clubs did not bring the work of 
the Cargo Insurance Office to an end. The movement of the 
ships remained under the control of the State, although the 
cargo- owners and their underwriters had lost the protection 
that ^ad resulted from the shipowner working in his own self- 
interest to avoid the loss of his ship. Accordingly, the Cargo 
Insurance Office continued in full operation until the end of 
the war. 

The Sub-Committee of the Imperial Defence Committee 
were clear that in regard to the insurance of cargo the State 
should only assume responsibility when and so far as the 
insurance market was no longer prepared to accept war risks 
at reasonable rates. But they recognized that : 

‘ It is possible that under this arrangement the State will get all the 
bad risks and the market all the good ones, when once the market is 
again working. This is quite true, but then we recognize that the 
main object of the State will not be to compete with the insurance 
market, but only to secure the continuance of the voyages after the 
outbreak of war, which might be arrested owing to inability to cover 
insurance against King’s Enemies. It will not mind, therefore, if it 
does a little business in war risks so long as these risks are being covered 
elsewhere.’ 

In expressing this opinion the Sub-Committee was dealing 
in particular with their proposal that aU cargo should be 
insured at a flat rate, but experience during the war showed 
that if the insurance market is in competition with the State 
on the basis of either a flat rate or a differential rate calculated 
on the. risks incident to the insured voyage, the State gets an 
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undue proportion of tlie bad risks, and the market an undue 
proportion of the good ones. This result arises from the fact 
that it is of the essence of the Scheme that the State shall accept, 
at the current rate, every and all the insurances offered, what- 
ever may be the risk at the moment, and whatever may be 
the values at stake in the single bottom. The State cannot, 
like the underwriter, refuse business until the risks on a 
particular route have been ascertained, or the policy of the 
enemy as to his methods of attack have been made manifest. 
It is not possible for the State, if the object of the Scheme is to 
be attained, to act on the cardinal principle of the under- 
writer, i. e. to average his risks by working on a maximum line 
or liability in respect of any one bottom. It is true that the 
State imder the Scheme has power to vary the rates to meet 
variations in the risks, but in fixing its rates it is bound to act 
on more general lines than the individual underwriter, and there 
are obvious objections to the State indicating precisely, in 
voyage rates calculated on the Government’s confidential data 
of sailings and losses, its views as to the perils on particular 
routes. 

This selection of risks as against the State greatly increased 
the difficulty of determining a flat-rate premium sufficient, 
but not more than sufficient, to cover probable losses. The 
higher the rate was fixed the more active was the competition 
of the Open Market for the better risks, whilst the more these 
risks were assumed by the Open Market the greater was the 
need to advance the rate in order to cover the more hazardous 
ones. 

Up to the end of February 1918, the Cargo Insurance Office, 
acting xmder the advice of its Advisory Committee, adhered 
to the principle laid down by the Sub-Committee in regard to 
working on a flat-rate premium and the State not competing 
with the Open Market, with the result that whilst the State 
made substantial losses, the Open Market made very substantial 
profits out of cargo insurance. In view of these difficulties the 
Government had brought forward proposals in the Summer 
of 1917, which, if acc^ted, would have conferred on the State 
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a monopoly of cargo war-risk insurances in this country. 
These proposals were opposed by many of the underwriters, 
mainly on the ground that such a monopoly could not exclude 
from the business their oversea competitors, or even their own 
agencies operating in foreign countries. In face of this opposi- 
tion the Government decided to abandon the idea of a monopoly, 
and also the flat rate of premium. The Scheme was therefore 
revised and differential voyage rates were adopted, which were 
calculated by the experts on the Advisory Committee, on the 
information at the Government’s disposal, so as to leave, as 
far as possible, neither profit nor loss. Further, the risks insured 
against were widened, so as to include all the risks usually 
covered by the Open Market under a war risk policy, and the 
values insurable were increased to cover increased value or 
profit up to the actual value of the cargo at the time when 
the insurance was effected. The revised Scheme was brought 
into operation on the 6th March 1918, and under it the Cargo 
Insurance Office was placed in a stronger position to compete 
with the Open Market, and thereby to secure a better distribu- 
tion of the cargo risks placed with it. 

The premiums charged by the Cargo Insurance Ofi&ce were 
as follows : 


Period during which rate 
was in force 

5 Aug. 1914- 7 Aug. 1914 
8 Aug. 1914-16 Aug. 1914 

16 Aug. 1914-31 Aug. 1914 

1 Sept. 1914-10 Dec. 1914 
11 Dec. 1914-30 Dec. 1914 
31 Dec. 1914- 1 Jan. 1917 

2 Jan. 1917-14 Mar. 1917 
15 Mar. 1917-22 Apr. 1917 

Apr. 1917- 5 Mar. 1918 

6 Mar. 1918 onwards 


Bate per cent. 

£ s, d, 

5 5 0 

4 4 0 
3 3 0 
2 2 0 
1 11 6 
110 
2 2 0 
3 3 0 

5 5 0 
Differential 

rates. 


The Sub-Committee of the Imperial Defence Committee had 
advised that the State should adopt the practice of the Open 
Market in allowing the broker through whom the insurance 
was effected, a brokerage of 5 per cent, on the premiums. This 
suggestion was acted on, the premiums feeing quoted in guineas 
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and the broker receiving the shillings as his remuneration. 
When the premiums were advanced in April 1917 it was agreed 
that this allowance for brokerage should be reduced to per 
cent., and it remained at that figure to the end of the war. 

The differential rates quoted from March 1918 ranged, at 
the start, from 5s. up to 140s. per cent., according to the 
voyage undertaken, and they were varied from time to time to 
meet the altering conditions on the different routes. 

From first to last the premiums accepted by the Cargo 
Insurance Ofiice averaged 2-75 per cent, on the amount of the 
values it insured. 

As in the case of the hull insurances, the administration of 
the Scheme in regard to the insurance of cargo involved an 
immense amount of work, but with the expert and clerical help 
provided by the Open Market, and that of the brokers through 
whom the risks were placed, it was carried on with great 
promptness and in accordance with customary imderwriting 
practice. 

(c) Seamen’s War Risk Compensation Scheme 

The Sub-Committee of the Imperial Defence Committee 
had recognized that insurance might not be sufficient to keep 
ships running, if their crews were exposed to very serious 
danger of capture, imprisonment, and loss of life. As regards 
the risk of imprisonment, they attached importance to the 
protection afforded under the Hague Convention of 1907 
‘ relative to certain restrictions on the exercise of the 
rights of capture in maritime war’, and they did not con- 
template the possibility of an enemy deliberately resorting 
to the destruction of merchant shipping without regard to the 
safety of the crews. 

From the outbreak of the war it was manifest that Germany 
intended to disregard not only the Hague Convention, but also 
all the rules of warfare which had been established by the 
usage of generations for the protection of the crews of trading 
vessels. Germany seized and imprisoned the crews of the 
British Trading ships found in German ports, and, from 
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the day of the declaration of war, sowed mines broadcast 
in the high seas. On the 30th October 1914 the first British 
trading ships were sent to the bottom by a German submarine. 
Before the war Germany had deliberately resolved on the policy 
of sinking at sight trading vessels, without the slightest regard to 
the safety of those on board ; and the only considei’ations that 
ever influenced the enforcement of that policy to the utmost 
were its probable reaction on neutrals, and in particular on 
the United States, and the lack of a sufficient number of 
submarines to make the campaign really effective. 

As the need arose to provide for the families of the seamen 
who had been seized in enemy ports, an arrangement was 
entered into between the State and the Shipowners’ War 
Risk Insurance Clubs, under which allowances were granted 
and provided out of the premiums charged the shipowners for 
the insurance of -their vessels. 

In regard to claims resulting from loss of life or personal 
injury to members of the crew of a vessel that continued in 
employment, some doubt at first arose as to whether such claims, 
if resulting from enemy action, came under the protection of 
the Workmen’s Compensation Act. The shipowners generally 
regarded them as so covered, but a Cormty Court Judge held 
that a loss of hfe caused by a floating mine was not within the 
Act. This decision was reversed on appeal ; but whilst it stood, 
an arrangement was entered into between the State and the 
War Risk Clubs covering also these cases out of the premiums 
charged for the insurance of the hulls. Ultimately, in February 
1916, the Government decided that in the event of a master, 
officer, or seaman of a British merchant ship being killed or 
injured through war risks, compensation should be paid in 
accordance with the Admiralty Scale for Fleet Auxiliaries. 
This arrangement was not to relieve the shipowners from their 
responsibility under the Workmen’s Compensation Act, but all 
compensation payable under that Act was to be deducted from 
the grants payable under the Admiralty Scale. 

The administration of a Compensation Scheme on this basis 
presented many difficulties. The value e-of the compensation 
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payable under the Admiralty Scale was substantially above that 
payable under the Act, but it was payable in a different form. 
Under the Admiralty Scale only periodical pensions and allow- 
ances were payable, whilst under the Act a lump sum is payable 
to the dependants of a deceased man, and periodical allowances 
are payable to an injured man. Under the Admiralty Scale 
the Admiralty are the sole judges as to the degree of dependency 
and the degree of incapacity, whilst under the Act a County 
Court Judge is the sole judge. Further, under the Act the 
lump sum payable in respect of a death is paid into Court, and 
is applied as the County Court Judge thinks best in the interests 
of the dependants. 

The difficulty of amalgamating the Admiralty Scale with 
the Compensation Act was increased in the case of the merchant 
ships requisitioned by the State, because in those cases the 
State assumed responsibility under the Act, if, but only if, 
the injuries were caused by the action of the King’s enemies. 

After the Government announcement had been made, the 
seamen and their dependants looked for the Admiralty Scale 
as of right, and it was impracticable to insist that they should 
first exhaust their rights, if any, against the shipowner under 
the Act. On the other hand, it was only the seamen or his 
dependants who could substantiate their claim against the 
shipowner, as such claims are not capable of assignment. 

The only way out of all these difficulties was to place the 
administration of the compensation payable under both the 
Act and the Admiralty Scale in one hand, and to provide for 
its payment out of a common fund. Accordingly, in March 
1915, arrangements were entered into between the Government 
and the War Risk Clubs, under which the latter acting on 
behalf of the State and the shipowner, and under the super- 
vision of the Board of Trade, assessed and paid the compensa- 
tion payable under both the Act and the Admiralty Scale in 
respect of all injuries caused by the acts of the King’s enemies. 
AU sums so paid were (1) charged upon the premium income 
of the Clubs as if they were a Kmg’s enemy losses on hull ; 
(2) if the ship were gt the time of the casualty at the risk of the 
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Admiralty as to war perils, then the payments were charged 
only against the re-insurance premiums receivable by the 
Government ; but (8) in the case of all other ships the pay- 
ments were charged against both the original and re-insurance 
premiums. 

The result was that the whole of the compensation payable 
in respect of all the ships entered in the Clubs, whether trading 
or requisitioned, was provided out of the premiums charged for 
hull insurance ; whilst in the case of the trading ships, if the 
premiums proved insufficient to cover the payments, then 
20 per cent, of the deficiency had to be made good by a call on 
the members of the Club. 

This Scheme, when adopted, was dated back to the day upon 
which war was declared, and the scale of pensions and allow- 
ances was revised and increased from time to time, as the 
Admiralty Scale was improved. 

At the end of the war the administration of the Scheme was 
taken over by the Board of Trade, the War Risk Clubs paying 
20 per cent, of the capitalized value of the pensions and allow- 
ances then current, which had been awarded in respect of 
seamen serving on the trading, but not on the requisitioned, 
ships. 

There were a number of claims arising in connexion with 
vessels which were not entered in any of the Clubs, such as 
the smaller ships in the coasting trade, phot boats, &c. The 
Admiralty Scale was applied in these cases ; but the ship- 
owner was, as far as practicable, held to his responsibilities 
under the Workmen’s Compensation Act. All of these outside 
cases were, at the request of the Board of Trade, administered 
during the war by one of the War Risk Clubs on behalf of the 
State. 

There were in all about 10,000 cases dealt with under the 
Scheme, the claim of a mother and children being for this 
purpose taken as one case. In respect of these cases there was 
paid under the Workmen’s Compensation Act about £1,250,000, 
and there were granted pensions and allowances of the capital 
value of about £7,000,000. 
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Throughout the war both the working and the cost of 
administering the Scheme was borne by the War Risk Clubs, 
and a Select Committee on Pensions reported to Parliament in 
August 1920 that their administration had been most efl&ciently 
and sympathetically conducted. 

III. THE CHARGE IMPOSED ON THE NATION BY 
STATE INSURANCE AGAINST WAR RISKS AT SEA 

Complete figures showing the working of the insurance of 
the ships under the Scheme during the continuance of the 
partnership between the State and the Shipowners’ War 
Risk Insurance Clubs have not been published, but in the 
following table is given a comparison published by one of the 
Clubs, showing as percentages on the values of the ships insured 
under the Scheme, the average rate of the premiums earned at 
the rates fi xed by the State, and of the losses incurred on the 
risks that had mn off dining such partnership. The vessels 
entered in the Club in question represented about one-thhd 
of the total number, and about one-half of the total values, 
insurable under the Scheme, and the percentages are calculated 
on pohcies, including the policies issued on the repeated 
voyages of the entered ships, for £848,000,000. The com- 
parison is made in six monthly periods. 


Ships 


Period 

As percentages on amount 
insured on nshs run o:ff 

Premiums 

earned 

Losses 

6 months Aug. 1914-Feb. 1915 

1-40 

0*58 

„ Feb. 1915-Aug. 1915 

1-06 

1-80 

„ Aug. 1915-Feb. 1916 

1-08 - 

1-32 

„ Feb. 1916-Aug. 1916 

1-10 

0-67 

„ Aug. 1916-Feb, 1917 , . i 

1-27 1 

245 

„ Feb. 1917*Aug. 1917 

3*23 ! 

6*76 

S6 months Aug. 1914-Aug. 1917 

• 

1*71 ! 

2*78 
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From October 1916 until August 1917, the premium rates 
were not advanced by the Government to keep pace with the 
then greatly increased ratio of lo^s. The advances were 
delayed, and when made, minimized, so as to avoid lending 
colour to any panic feeling that might arise over the develop- 
ment of the enemy campaign of unrestricted submarme war- 
fare. Further, the Admiralty was slow to realize that it had 
failed lamentably to make provision against such campaign, 
and was month by month losing that general command over 
the sea the possession of which was essential to the administra- 
tion of the Scheme on underwriting principles. 

In the result, the partnership between the State and the 
Club in question showed a loss on the underwriting account up 
to August 1917 of £7,400,000, of which the State bore £5,900,000 
and the Club £1,500,000. These liabilities included the capital 
value of the responsibilities assumed under the Seamen’s War 
Risk Compensation Scheme. The ratio of loss in' the Club 
whose figures have been published were probably below the 
general average, as in that Club were entered most of the faster 
vessels. On the other hand, the average value it had at risk 
in a single bottom was very much above the general average, 
and its losses included vessels of exceptional value. Taldng into 
accormt these considerations, it is probable that the loss on the 
underwriting account between the State and all the Clubs, 
including the loss already referred to, did not exceed £18,500,000, 
of which the State bore £14,800,000 and the Clubs £3,700,000. 

After the termination of the underwriting partnership with 
the Clubs, the State continued to use their machinery for the 
purpose of insuring its liability to the owners of the vessels 
taken up under the Liner Requisition Scheme, and providing 
facilities for the insurance of the limited number of free vessels 
that were neither under direct requisition nor employed under 
that Scheme. By this new arrangement the State re-insured 
the whole 100 per cent, of the risks accepted by the Clubs, and 
received the whole 100 per cent, of the premiums received by 
them. _ These premiums were fixed by the State, and varied 
from time to time in relation to the risk% on different routes, 
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but in regard to the bulk of the vessels insured, that is the 
vessels running under the Liner Requisition Scheme, the 
premiums were paid out of the earnings of the ships — ^that is 
by the State itself. The State saw fit to maintain the premiums 
under this new arrangement at a high level, and in the result 
its underwriting account showed a profit which was sufficient 
to clear off the whole of its losses under the partnership under- 
writing account, and to leave a clear surplus of nearly 
£16,000,000. The results attained in regard to the insurance of 
huUs after August 1917 have in fact no bearing on the working 
of the original scheme, or any scheme based on underwriting 
principles. It was only the machinery of the Clubs that was 
used, and practically the whole of the premiums charged, 
and losses paid rmder the new arrangement, came out of the 
earnings of the ships which wer.e being run on account of the 
State. 

The charge imposed on the nation by State Insurance 
against War Risks under the original scheme amounted, 
therefore, to about £15,000,000, and practically the whole of 
that loss arose between October 1916 and August 1917. The 
flat rate fixed under the Scheme had covered the losses sus- 
tained during the first two years of war. In the third year the 
Government, on political grounds, purposely refrained from 
advancing the rate to keep pace with the then greatly increasing 
ratio of loss. The direct charge of £15,000,000 was therefore 
in no way inherent to the Scheme, or the adoption of a flat-rate 
system of premium. 

Under the Cargo Insurance Scheme there were insured, from 
first to last, cargoes of the value of £2,177,000,000. 

The premiums received amounted to £60,000,000. 

The losses paid amoxmted to £65,000,000. 

The following table shows, as percentages on the values 
insured, the average rate of the premiums earned, and of the 
losses incurred, on the risks underwritten by the Cargo Insur- 
ance Office during the war. The comparison is made in six 
monthly periods. 
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Cargo 


Period 

As percentages on amount 
insured on risks run oS 

Premiums 

earned 

Losses 

6 months Ang. 1914--Peb. 1915 

2-26 

1-04 

„ Feb. 1915-Aug. 1915 

1 00 

0*72 

„ Ang. 1915-Feb. 1916 

1-00 

0*89 

„ Feb. 1916-Aug. 1916 

1-00 

0 74 

„ Ang. 1916~Feb, 1917 

1-30 

1-87 

„ Feb. 1917~Ang. 1917 

3-61 

5-98 

„ Aug. 1917~Feb. 1918 

5*12 i 

3 27 

„ Feb. 1918-Nov. 1918 

3*89 1 

3*76 


The average rate of premium on the whole period of war 
was 2-75 per cent., and the loss ratio was 3 per cent. 

The actual direct charge incident to the Scheme incurred 
by the nation was £5,000,000, which represented 0-25 per cent, 
on the value of the cargoes insured. 

Here again it was only between August 1916 and August 
1917, that is, whilst the State was keeping down the premiums 
for political reasons, that the loss on the underwriting account 
was incurred, and therefore this charge of £5,000,000 was also 
in no way inherent to the Scheme. 

The Cargo Insurance Office insured about 27 per cent, of 
the total value of the cargoes carried on British ships during 
the war. The bsdance of the value, about £5,800,000,000, was 
insured in the Open Market, and the loss ratio was probably 
well under 8 per cent. 

IV. THE EFFECT OF THE SCHEME ON THE NATION 

The object of the Scheme was the maintenance of the 
nation’s oversea commerce in time of war. The nature and 
extent of the losses that would be inflicted on such commerce 
in naval warfare under modern conditions were unknown, and 
from a business point of view immeasurable. The necessity 
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foi; maintaining international credit, which had become 
essential in the transportation of such commerce, was obvious. 
The dependency of the nation on such commerce for its exist- 
ence was equally manifest. Insurance could neither protect 
against destruction, nor make good the ships and cargoes actually 
destroyed; but it could make the continuance of commerce 
possible by safeguarding individual enterprise against the risk 
of overwhelming loss through war perils. 

There were other factors affecting the maintenance of 
commerce which were brought into operation by the war ; the 
restrictions placed by war occupations on the producing power 
of the nation, the closing of markets, the withdrawal of ship- 
carrying power for war purposes, and the chances of the enemy 
estabhshing an effective blockade of our ports. An insurance 
scheme, by facilitating business enterprise and maintaining 
international credit, could help most materially in the mainte- 
nance of the nation’s manufactming power, and in the finding 
of new markets to take the place of those closed by the war, 
but it could do nothing to make good the loss of carrying power 
resulting from the withdrawal of ships for war services. It 
could do nothing towards securing and maintaining the com- 
mand of the seas : indeed, there was a risk of its obscuring the 
vital necessity of such command being secured and maintained. 

All of these factors must be borne in mind in weighing what 
was the effect of the Scheme on the nation. 

(a) The benefits derived under the Scheme 

When war was declared, the insurance market, as was 
anticipated, proved totally unable to provide the protection 
required by commerce, although under the Scheme it had been 
relieved of the insurance of the ships against war perils. It 
was timid and narrow. It opened with the quotation of voyage 
rates for eastern and Australian business of from 15 to SO 
guineas per cent. It was entirely unable to provide insurance 
for the cargoes then at sea. 

The opening of the State Cargo Insurance Office, and the 
quotation of the State rate of S guineas per cent, for all voyages 
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had a steadying effect, arid as the ships were kept running, 
and a big proportion of the voyages were completed without 
loss, the market gained courage, but it remained very nervy. 
The activities of the Emden drove insurance wholesale into the 
State Office, and the news of her destruction brought under- 
writers back into the market ; and so it went on, as the need 
for insurance increased, so the facilities offered by the market 
contracted. If commerce had been left in the hands of the 
market, it would have been embarrassed and checked at every 
turn. A steady insurance market was essential in all forward 
contracts. Credit was essential in the carrying out of all 
transportation, and that could only be obtained on security, 
and without war-risk insurance security could not be provided. 

Even with credit available, the position was one of extra- 
ordinary difficulty. The sources from which we had obtained 
from the continent of Europe nearly 20 per cent, of om’ imports 
were closed, and we were left almost entirely dependent on the 
supplies which could only be brought in by the larger vessels 
on ocean voyages. On the declaration of war, nearly 20 per cent, 
of the British ocean-going steamship tonnage was taken up for 
war purposes, and the tonnage so employed went on increasing 
until the proportion reached 25 per cent. The war created 
conditions on the sea and in the ports under wMch voyages were 
protracted, and the time spent in port was lengthened, with the 
result that at least five ships were needed to do the work that 
had been done by four under peace conditions. 

Notwithstanding these difficulties, the number of the 
voyages made by the ships employed in trade, and the volume 
of the imports brought into this country were maintained in 
the first years of the war in a remarkable maimer. The tonnage 
entrances in British ports show the volume of shipping employed, 
but in regard to the cargoes carried, comparisons of money values 
are misleading. The following figures, showing the tonnage of 
the ships and the weight of the cargoes, are based on the Board 
of Trade returns. 
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Comparison showing, in Peace and War, the Employment, of 
British and Foreign Steamships in the Ocean Oversea Trade 
OF THE United Kingdom as recorded by their Tonnage 
Entrances, including repeated Entrances during the same 
Year, and the Weight of the Cargoes imported into the 
United Kingdom 


Period 

Shipping Entrances. 

Tons net : hundred thousands, 
00,000 omitted 

Total imports. 
Tons weight : 
hundred 
thousands, 
00,000 omitted 

British 

Foreign 

Total 

Year ended 31st July 1914 

26,2 

11,8 

38,0 

56,3 

„ 1915 

22,4 

9,3 

31,7 

48,7 

„ „ 1916 

19,2 

9,4 

28,6 

47,6 

„ „ 1917 

18,0 

6,0 

24,0 

38,9 

„ „ 1918 

17,2 

8,0 

20,2 

35,5 


Amongst these imports the manner in which the weight of 
the food, drink, and tobacco imports were maintained was 
during the first years of the war most noteworthy, the figures 
being as under : 


Year ended 31st July 1914 


!» 


» 


1915 

1916 

1917 

1918 


Tons weight 
16,200,000 
16,200,000 
15,600,000 

14.300.000 

10.800.000 


The wheat imports alone were as under : 


Year ended 31st July 1914 


5 > 


)9 


1915 

1916 

1917 

1918 


Cwt. 

111,000,000 

109.500.000 

112,000,000 

116.500.000 
72,000,000 


although in the autumn of 1914 we had lost through the 
war the whole of our Black Sea and Baltic supplies, and through 
drought the whole of our Australian supplies, from which sources 
we had obtained in the previous year 20 per cent, of our total 
oversea supphes of wheat. In the harvest of 1915 we were still 



48 STATE INSURANCE AGAINST WAR RISKS AT SEA 

without our Black Sea and Baltic supplies, and the shortage of 
shipping tonnage made it impossible, from a business point of 
view, to send ships for the Australian harvest. 

Freights were forced up by competition between con- 
sumers all over the world, as the ship-carrying power remaining 
available after the war demands had been satisfied became 
insiifficient to carry all the cargoes offering. But from first 
to last the advance in freights had no important bearing on the 
cost of the principal articles of food in this country ; on wheat 
the advance averaged about one penny on the quartern loaf, 
on meat it averaged one halfpermy in the lb., and on other 
provisions it averaged less than one penny in the lb. 

The increase in the average import food values over those 
of the twelve months ended 31st July 191 i is shown in the 
following table, in pence. 



In the sis months ended : 

31 Jan. 
1915 

31 July 
1915'^ 

31 Jan. 
1916 

31 July 
1916 

31 Jan. 
1917 

Wheat — Increase in pence on the 






amount nsed in the quartern 






loaf ..... 

0-7 

2*6 

2*0 

2*6 

3*7 

Meat, chilled — ^Increase in pence 






per lb 

1-6 

2*2 

2*8 

3*5 

4*1 

IVozen — do. - . . . . 

1-9 

2*5 

2*9 

3*0 

3*0 

Mutton, frozen — do, . 

0-9 

1*9 

2*6 

3*4 

4*2 

Bacon~^o. . . 

0*6 i 

0*5 

1-6 

1*9 

3*3 

Cheese — do. .... 

0*7 

2*4 

1*8 ’ 

3*6 

4*6 

Butter — do. .... 

1*6 

2*3 

2*9 

5*0 

8*7 

Tea — do 

0*2 

1*9 

1*5 

2*4 

2*3 

Sugar, refined — do. 

11 

M 

1*4 

1*8 

2*2 

Sugar, unrefined—do. . 

1*1 

M 

0*9 

1*2 

1*4 

Eggs, per dozen — do. . 

3*6 

1*9 

5*3 

3*2 

2*3 


Up to the end of 1916 the Government of the day trusted 
in the main to commercial enterprise to both ascertain and 
supply the needs of the nation. 

It is interesting to compare what actually happened during 
the first years of the war as shown by the foregoing tables with 
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the forecasts given by the witnesses examined before the 
Royal Commission in 1905. 

Admiral Sir John Hopkins on behalf of the Admiralty 
expressed belief in the continuance of our oversea supplies, 
but with the qualification that, in his view, the cost of freight 
and insurance, and consequently prices, would be ‘ tremen- 
dously driven up’, and he thought this condition of things might 
last for as long as six months, and that the Navy wotxld be able 
to do nothing to prevent it. The opinion of the corn trade was 
that wheat, and consequently bread, would be at famine prices ; 
and Mr. Broomhall, the editor of the Corn Trade Year Book, 
thought that prices might go up to 200^. per quarter if the 
war should coincide with a failure from other causes of one of 
our big sources of supply. Representatives of labour feared 
that the distress resulting from .the rise in the price of bread 
would be so great as to cause serious riots, or, at least, to bring 
pressure to bear on the Government to make peace at any 
price. Manufacturers pointed to the effect which the enhance- 
ment of the cost of raw material and of placing our exports on 
foreign markets must have in curtailing trade, diminishing 
emplo 3 mient, and impairing the purchasing power of the 
working classes. Underwriters estimated the cost of insurance 
against war risks in the open market at rates up to 20 per cent. 
■per voyage. And shipowners and merchants were clear that 
without adequate insurance facilities there must be grave risk 
of complete disorganization of our oversea trade. 

The war was far more severe than that contemplated by the 
Royal Commission. It was with the strongest naval power 
we could have been called upon to encounter, and it was fought 
by the enemy with the determination to stop at nothing which 
could interfere with our oversea trade. The Royal Commission 
did not attach too much importance to the protection afforded 
by the customs of war, or even by international law, but they 
could not have foreseen that a great naval power would 
deliberately adopt a sea policy of murder and piracy. The 
Royal Commission certainly did not foresee the prodigious 
demands made on our merchant ships for transport services 
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in a war in which those ships formed the base from which pur 
armies were fighting in Flanders, on the Dardanelles, in Africa, 
and in Mesopotamia. Nor did they foresee that our armies 
would be counted by millions, nor the part we should have to 
play in helping to feed, arm, and equip our allies. Every 
circumstance of the war tended to intensify the difficulties 
incident to the maintenance of our oversea supplies, and yet 
none of the evils dreaded by the witnesses examined by the 
Royal Commission were realized. 

On the outbreak of war there were undoubtedly the elements 
out of which panics are made. In the month of August our 
stores of imported food are always at the lowest, and it was not 
only timid old ladies who started to lay in stores of food. The 
Prince of Wales’s Fund was formed to relieve not only the 
families of our soldiers and sailors, but also the widespread 
industrial distress which was believed by many to be in- 
evitable. 

No provision had been made, and it is probable that none 
could have been made beforehand, to maintain on the outbreak 
of war the continuance of international trade credit, and in 
consequence for days the foreign business of the City of London, 
with all its resources, was paralysed. 

In finding a way out of these difficulties the services of the 
Royal Navy were of inestimable value, for without its protection 
both at home and abroad our position would have been hope- 
less ; and the officers and men of the Mercantile Marine did 
their duty manfully in the face of an organized system of 
piracy which would have disgraced the most bloodthirsty 
ruffian who ever sailed out of Algiers. But neither the men of 
the Royal Navy nor those of the Mercantile Marine were able 
to prevent losses which, although in comparison with the 
volume of our oversea trade as a whole were insignificant, would 
in themselves have been disastrous to the individual owners 
of the ships and cargoes if uninsured. To carry on the trade 
confronted by such losses without insurance would have been 
a gamble in which the great majority of our traders and ship- 
owners could not have engaged, even if such a trade could have 
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been financed through any of the ' estabhshed channels of 
international exchange. 

The views held in 1905 may have been exaggerated, but 
it is not too much to claim that without the protection of the 
State Insurance Scheme our oversea trade would have been 
paralysed for weeks, if not for months. Nor is it too much to 
say that if the flow of that trade had been interrupted, inter- 
national credit would have been shattered, and not merely 
suspended for a few weeks. If this may be claimed, it is clear 
that the State Insurance against War Risks served the purpose 
for which it was devised. 

(b) The Dangers Incident to the Scheme 

The success with which oversea commerce was maiatained 
as from the outbreak of the war reacted with marked effect 
on the nation. It was the foundation of the ‘ business as 
usual ’ policy ; it created a belief that it would be possible to 
maintain under war conditions peace standard of comfort ; and 
it encouraged the markets that served the consumers to bid 
one against the other for the ship-carrying power available in 
their efforts to bring into this country all its accustomed 
supplies of both necessaries and luxuries. The result was that 
it took a long time before the nation realized that not only was 
it bound to pay the world’s war prices for its oversea supplies, 
but also that the volume of those supphes was limit ed by the 
maximum possible carrying power of the ships available. 

So long as the nation was content to rely on commercial 
enterprise to satisfy its needs, the supplies that were brought 
in were those in respect of which the highest freights were 
offered, and the people to get those supplies were those who 
were prepared to pay the highest prices. It followed that if 
the workers were to be able to purchase in competition their 
daily bread, wages must be advanced in proportion to the 
increase in its cost ; and therefore the ‘ business as usual ’ policy 
led to advance after advance in wages and their reaction in the 
form of further advances in prices. 

The only alternative was the poHcy ultimately adopted 
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under which the State undertook the purchasing and bringing 
in of the essential imports and their distribution by means of 
fixed rations amongst the consumers, and in so far as the 
introduction of that policy was delayed by reason of the 
confidence inspired by the apparent ease with which commerce 
adapted itself to war conditions, the War Risk Insurance Scheme 
in great measure is responsible for the debt that was piled up 
by the nation in the vain attempt to maintain a peace standard 
of living. 

The confidence inspired by the Scheme also reacted disas- 
trously on the Admiralty. Before the end of 1914 it had been 
made manifest that the U-Boat was to be the chief weapon of 
the enemy in his attack on this country’s oversea supplies, and 
that he was prepared to sink unarmed as well as armed British 
merchant ships regardless of the usages of war, and without 
any concern as to the safety of those on board. Every act of 
the enemy emphasized the points that Germany was maintain- 
ing the right to resort, whenever it pleased, to an unrestricted 
submarine campaign as an answer to the blockade established 
by this coimtry, and that the only factors that counted in 
determining the opening of that campaign were (1) its probable 
reaction on neutrals, and in particular on the United States, 
and ( 2 ) the possession of a sufficient number of submarines to 
make the campaign really effective. The peril was manifest 
from the beginning of February 1915, but beyond providing 
for the patrolling of the inshore lanes of traffic,, and arming 
about one-fourth of the merchant ships, nothing had been 
foreseen, nothing had been provided for, when two years later 
the enemy opened his campaign of sinking at sight all vessels 
trading with this cormtry. The Admiralty had not even taken 
the trouble to master the first elements of the problem — ^the 
number of sailings to be protected. The result was that we 
started our anti-submarine work twenty-four months late, 
and thereby we nearly lost the war. 

There are strong grounds for the belief that this delay 
resulted, in great measure, from the feeling of security created 
in the minds of both the Admiralty aad the coimtry by the 
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War- Risk Insurance Scheme. As has already been pointed out, 
it was false security, as the cash payments made under the 
Scheme could never take the place of the naval protection 
which alone could guarantee the arrival of oversea supplies ; 
but the immediate and extraordinary success with which the 
Scheme worked obscured the real nature of the peril with which 
the country was confronted from the beginning of February 
1915. 

Both the Scheme from the financial point of view, and the 
steps taken by the Admiralty from the point of view of protec- 
tion, were based on the perils of cruiser warfare. Neither the 
promoters of the Scheme nor the Admiralty had before the war 
any conception of the risks incident to submarine warfare. 
So long as the enemy was hampered in that warfare by political 
considerations the losses could be borne financially by the 
Scheme, and the necessary volume of supplies could be brought 
in ; but when once the enemy ceased to be restrained by the 
fear of the neutral States, the Admiralty’s system of protection 
became ridiculously inadequate, and therefore the Scheme 
became unworkable. 
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As a preliminary to a survey of the influence of the war introduo- 
on the business of Fire insurance some statement of the general 
principles and methods which prevailed before the war is 
required, because a knowledge of these is essential to a full 
understanding of the modifications which were brought about 
by that upheaval. 

To secure a clear understanding it is desirable at the outset 
to define the terms to be used : ‘ The Insurer ’ is the person or 
body of persons which agrees to indemnify some other person 
or body of persons (called the ‘ Insured ’) against loss or damage. 

The meaning of the word ‘ Underwriter ’ is similar to that of 
‘Insurer’, but it implies in addition another function, namely 
the selection and rating of the risk undertaken by the Insurer. 

The term ‘ Insurer ’ is often applied to the person insured, and 
much confusion results. 

A policy of Fire insurance is not the simple contract which 
its name would seem to indicate ; for one thing it does not 
indemnify the insured for damage resulting from every kind 
of fire. For many years it has been the settled practice of 
insurers to limit their responsibility to the consequences of 
fires originating from certain causes, in order to avoid the 
possibility (however remote) of being involved in a loss too great 
for their resources. The principle on which a Fire underwriter 
rehes is that it is possible to estimate with reasonable accuracy 
the extreme limit of liability likely to be reached in any 
particular fire arising from what may be described as natural 
causes — that is, from accident, negligence or even malice, so long 
as that malice is not accompanied by force. Acting on that 
principle the aim of an underwriter is to limit his liability upon 
each aggregation of property exposed to the ravages of a single 
conflagration. It is hardly necessary to explain, however, that 
the rifles which govern the calculations of the possible spread 



58 


FIRE INSURANCE DURING THE WAR 


of a fire are by no means iixed ; experience has shown over and 
over again that the most careful estimates may be upset by the 
intervention of some such special factor as a high wind. Still, 
even in the most adverse circumstances there is a limit to the 
area of devastation caused by a fire originating from natural 
and fortuitous causes. 

There are, moreover, circumstances in which a fire may 
pass all the bounds upon which underwriting calculations are 
based ; for instance, two buildings or groups of buildings may 
be separated one from the other by a wide space which no 
single fire would ordinarily cross, but if the elemental forces 
are assisted by human malice the sanest calculations are apt 
to be upset. Thus, once rioters or rebels set a series of fires 
it is impossible to say where the destruction will be checked or 
to what area it will be confined, and the possibilities arising 
out of warlike operations are even more disturbing. 

In these circumstances the form of Fire policy in general 
use at the outbreak of war contained a condition which had the 
effect of excluding from the scope of the insurance loss arising 
from riot, civil commotion, military or usurped power or 
foreign enemy. It was generally assumed that the term 
’ Military or Usurped Power ’ included such events as war, 
civil war, rebellion and insurrection but nevertheless these 
were sometimes specifically mentioned — presumably with the 
idea of leavmg no loophole for claims in respect of such happen- 
ings. This condition had, with slight variations, been in use 
for many years, and the insured public generally acquiesced 
in the restriction either because they did not know that it was 
in their policies or because they thought the contingencies so 
remote that exclusion of habihty for loss thereby was not a 
great matter. If there had been a widespread demand for 
insurance protection against fire arising from these causes it 
is probable that insurers would have been willing to provide 
it either in the form of separate contracts or by an extension 
of the scope of existing policies, and a few insurers had in fact 
tried the experiment of granting policies from which these 
exceptions were absent, but it is significant that after the out- 
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break of war those few took the earliest available opportunity 
(usually the next ensuing renewal date) of withdrawing the 
concession. 

After the outbreak of war, events which are subjects of 
common knowledge caused the insured public to modify its 
attitude in regard to the restrictions in the common form of 
Fire insurance policy. The popular demonstrations which 
followed the sinking of the Lusitania and general indications of 
labour unrest caused apprehension to owners of property and 
suggested protection by insurance against damage to property 
arising from such disturbances. 

To those who have had no practical experience of the 
working of the Riot (Damages) Act 1886 (an Act which 
imposes upon Local Authorities responsibility for damage to 
property in Great Britain caused by persons riotously and 
tumultuously assembled together) insurance wordd seem to be 
unnecessary in respect of damage to which that Act applies, 
but it may nevertheless be desirable. Local Authorities must 
necessarily be on the defensive ; they cannot be compared 
with underwriters, for they have nothing to gain by prompt 
and generous settlements of claims made against them. The 
recovery of compensation under the Riot (Damages) Act 
usually involves long and difficult negotiations, perhaps even 
a lawsuit, and in any event public bodies axe bound to assess 
the amount of compensation on the lowest possible scale. 
On the other hand those who transact insmance as their 
business desire the goodwill of the pubhc which is best secured 
by a liberal interpretation of their contractual obligations and 
a prompt assessment and discharge of the liability. 

The need of prompt payment may in certain circumstances 
be vital to the trader, and especially so in time of war. The 
business community and owners of private property, bemg 
well aware of the attitude of public authorities on the one hand 
and of the methods of insurers on the other, were quick to see 
the advantage to be derived from the supplementary protection 
afforded by an insurance policy. Moreover, the protection 
afforded by the Rjpt (Damages) Act is limited in its scope as 
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it applies only to houses, shops and buildings and the property 
therein, leaving the owners of goods ‘ in the open ’ without 
remedy ; in addition there may, in the opinion of some 
authorities, be damage done in the course of a common law 
riot for which the Local Authorities would not be liable, because 
the class of injury to which the Act relates is that caused by 
persons riotously and tumultuously assembled together. It is 
easy to imagine a state of affairs which satisfies the common 
law definition of riot, but from which the element of tumult is 
entirely absent. 

Those engaged in the business of Fire insm-ance were disposed 
on their side to examine the conditions in which the require- 
ments of the pubhc could be met. The problem was not entirely 
a new one because minor disturbances prior to the war — the 
Suffragist agitation for instance — had indicated that in certain 
circumstances a desire for such protection did arise. It has 
been already explained that the chief objection to the under- 
taking of such risks had been the difficulty of estimating the 
extent of the probable loss in any one ‘ riot and in the days 
when reserve funds were relatively small this element of uncer- 
tainty was a potent deterrent, and rightly so. 

Fortunately the men who had controlled and directed the 
business of Fire insurance for many years past had been 
actuated by a desire to build not for a day, but for ah. time. 
The profits derived from the years of prosperity had not been 
dissipated by the payment of sensational dividends to share- 
holders, but had been carefully conserved for the purpose of 
building up reserves, and this notwithstanding the fact that 
until the year 1909 the State had made no attempt to exercise 
special control over the affairs of Fire insurance. The result 
of this wise and far-sighted self-restraint was that when the 
Assurance Companies Act of 1909 came into operation the 
leading Companies had formulated as their ideals : 

(1) A Reserve Fund approximate to 100 per cent, of the 
annual premium income, 

{%) Dividends to be limited to the amount derived from the 
interest on the Reserve Fund. 
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Seeing that the ‘ Plimsoll Mark ’ of the Board of Trade in regard 
to the Reserve is 40 per cent, it may with justice be said that 
the figure of 100 per cent, indicates a position which those 
responsible may justly regard with pride and satisfaction. 

This being the financial position, insurers rightly came to the 
conclusion that the old theories with regard to the limitation of 
possible individual losses might be reasonably revised. 

Although certain insurers (chiefly underwriting members of 
Lloyds) had before the war accepted such insurances at intervals, 
the volume of business had not been sufficient to be of much 
practical use in estimating the loss ratio of such insurance even 
had statistics been available for the information of the general 
body of insurers, which, in fact, they were not. The problem 
was fimther complicated by the fact that selection is always 
against the insurers. If every holder of a fire policy had paid 
an additional rate for the extension of his cover the charge 
would have been quite small ; but as might have been expected, 
those whose property was situated in the danger zone were 
eager to insure, especially if the property was of a character 
which would be likely to excite the evil passions of the 
disaffected, whilst those who had reason to hope that their 
possessions would be immune were not disposed to pay even 
a nominal premium. Then again, when trouble seemed to be 
immuient, requests for cover were numerous and insistent, 
whilst so soon as the situation seemed to have become normal 
again those who had protected themselves by insurance during 
the time of stress asked for cancelment of the policy and a 
proportionate return of premium. 

So far the matter has been considered from the angle of 
damage caused by fire, the origin of which was riot. The next 
step naturally was for the public to demand insurance against 
loss or damage (whether by fire or otherwise) caused by any 
of the perils excluded from an ordinary fire policy. Strictly 
speaking this development is outside the scope of simple Fire 
insurance, but as the practice of the business has uniformJy been 
to associate both classes of damage in one comprehensive policy, 
the survey would incomplete without some reference to it. 
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The legal definition of’ a riot (whether it be a statutory riot 
or a'common law riot) is precise and clear ; it may weU happen 
that either some essential element is lacking or that the line 
which separates riot from civil commotion, insurrection, 
rebellion (usurped power), military operations or foreign enemy 
is passed. The legal definitions of these incidents hardly fall 
within the scope of this survey, and it is sufficient to remark 
that loss or damage by fire falls within the four corners of the 
ordinary fire policy unless the fire was, in fact, caused by one 
of the excepted perils. In both cases damage not arising from 
fire would of course be outside the scope of the fire policy. 
Naturally the public is reluctant to rxm the risk of finding that 
insurances effected for the purpose of securing indemnity for 
the destruction of property do not include the particular event 
which caused the loss, and the result was a demand for the 
fullest cover which insurers could be induced to grant. Some 
underwriters decided to grant the fullest cover, but others — 
and these were in the majority — felt that the results which 
might flow from the undertaking of liability for the acts of 
a foreign enemy were so onerous that it would not be prudent 
to undertake it. Subject to the reservation as to the elimina' 
tion of responsibility for damage caused by acts of a foreign 
enemy, the decision to offer complete indemnity was practically 
unanimous. 

The decision having been taken an initial difficulty arose 
through the absence of the data necessary for underwriters to 
assess the rate of premium to be charged. The appropriate rate 
for ordinary Fire insurance can be ascertained by examining 
past experience and this is a perfectly sound method because 
the factors which operate to produce fire waste in any particular 
trade or industry are sufficiently constant over cycles of years 
to justify the assumption that what has happened in the past 
will, with certain variations due to changing conditions, happen 
in the future. The incidence of loss caused by events wffiich are 
dependent upon the human element is, however, governed by 
other conditions. The causes which produce discontent and 
sedition leading to riot, civil commotion, insurrection, rebellion 
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and other manifestations which lead to*the operation of military 
or usurped power are by no means constant factors, and past 
events form no reliable indication of what may happen in the 
future. So far as riot alone is concerned, the right of recourse 
against public authorities made the matter of rate less impor- 
tant because underwriters realized that although the insured’s 
right to receive compensation from the Local Authorities is no 
defence to a demand for payment under a policy of insurance 
covering loss arising from such disturbances, yet since the 
insured is not entitled to recover his loss twice over, he becomes, 
in effect, a constructive trustee for his insurer in respect of his 
right to recover compensation from other sources. Thus the 
insurer’s liability is in theory limited to the obligation to 
provide the funds to pay the insured’s loss during the interval 
which elapses between the time when the loss is assessed and the 
time when the Local Authorities pay. In practice, however, 
the insurer has to pay on his own account the difference between 
the amount brought out by a valuation of the loss on the some- 
what generous insiu-ance scale and the sum which the Local 
Authority concerned admits as the measure of the damage 
sustained. 

The Statute which imposes upon Local Authorities liability 
to pay compensation for damage caused within their areas by 
rioters followed the lines of the common law which placed upon 
the ‘Hundred’ the duty of preserving civil peace within its 
borders. At the outbreak of war there was a very general impres- 
sion among the public that as Local Authorities are bound to 
preserve order or are liable to indemnify those who are damnified 
by their failure, so, by parity of reasoning, the State is hable 
to provide compensation for damage arising out of the more 
serious disturbances which, it was assumed, it was the duty of 
the State to prevent. This popular impression had, however, 
no foundation because the Sovereign Power owes no duty to 
the subject. It is true that the Government did in certain cases 
grant compensation but this was done as an act of grace only 
and created no legal right in the sufferers. The distinction is 
an important one tp insurers of property so damaged or 
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destroyed, because theip right to the benefit of their insured’s 
remedies against another can only operate where the right of 
the insured to compensation is a legal one. When compensation 
is granted as an act of grace, whether by the Sovereign Power 
or by any other person, it is reasonable that the bounty should 
be withheld from those who are entitled to redress from other 
somces. It cannot be reasonably urged that insurers against 
such contingencies suffer any injustice by this, for in granting 
the insurance they must be presumed to have taken into con- 
sideration the fact that no right of recovery existed and to 
have fixed the premium accordingly. In the case of damage 
for which a legal right to compensation exists the position is 
entirely different, for insxirers are entitled to rely upon that 
legal right, and to estimate the possibilities of the xiltimate loss 
accordingly, and this consideration does, in fact, influence them 
materially. 

In these circumstances, having decided to meet the public 
demand for insurance against certain perils underwriters had 
to construct a rating scheme. Obviously it would not be 
practicable to fix one flat rate for every class of risk, and the 
first question which arose was whether the discrimination shoxfld 
be as between districts or between trades and occupations or 
a combination of both methods. Perhaps the first woxild have 
been the ideal method but the difiiculty of close definition 
rendered its adoption impracticable except to a very limited 
extent. 

Another point for consideration was whether rates should 
be varied from time to time according to the sociological 
conditions. These factors must inevitably influence rates 
eventually for, whilst a succession of disturbances resulting in 
heavy losses will by increasing the prime cost bring about an 
increase in the premiums charged, a cycle of favourable insur- 
ance experience will stimulate competition for the business and 
so cause a reduction in the rates charged. The change is 
however a slow one, and it was generally agreed that frequent 
variations to meet transient circumstances would be incon- 
venient. 
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By their action in abandoning the principles (which by 
tradition were the very foundations of their business) in order 
to supply what the community needed, those engaged in the 
working of Fire insurance showed that they realized that their 
business was one of public utility, and by extending their 
policies to include loss caused by disturbances other than those 
in respect of which there is a right of recourse against local 
authorities, they gave practical proof of their confidence in the 
goodwill of the people at large and their determination to main- 
tain order within the realm. 

In Ireland the responsibility of Local Authorities is governed 
by the Malicious Injuries Acts imder which owners of property 
wilfully damaged or destroyed are entitled to compensation, 
and the benefit of subrogation arising from this right would in 
theory render nominal the liability under a policy covering loss 
caused by civil or political disturbances. A claimant against the 
Local Authorities is not xmder the necessity of proving (as is 
the case in England) that the damage was caused by persons 
riotously and tumultuously assembled. Whilst certain under- 
writers decided to undertake liability for damage arising from 
civil or political disturbances others decided, after the outbreak 
of war, that in view of the disturbed state of the coimtry it 
would be more prudent to refrain. Subsequent events showed 
the wisdom of this decision, for the refusal of the County 
Councils to strike a rate for the purpose of paying compensation 
awarded by the Courts deprived insurers of their subrogation 
rights. 

After the Dublin rebellion of 1916 a Commission was set 
up to deal with the question of compensation to the sufferers, 
but in making its awards the Commission deducted the amounts 
recoverable under pohcies of insurance in respect of the losses 
sustained by applicants for compensation, and thus no right 
of recovery was left to the insurers who had granted such policies. 
Presumably this course of action was adopted on the ground 
that the grants to the sufferers were of the nature of compas- 
sionate gifts rather than a discharge of a legal liability, and this 
was admittedly the pase so far as the Government was con- 
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cerned. This, however, 'could not affect the legal liabihty of 
the Municipality under the Malicious Injuries Acts but it 
may perhaps be contended that ‘ Malicious Injuries ’ as defined 
by the Statutes relating thereto do not include acts which 
involve the operation of military or usurped power. 

The Commission (known as the Shaw Commission) set up 
under the provisions of the treaty between H.M. Government 
and the Irish Free State took the view at first that where 
a claimant had been indemnified under an insurance policy 
he had suffered no loss entitling him to compensation. In the 
case of insurances in the ordinary form, the Commission 
eventually admitted the contention that, in accepting the 
insurance and in fixing the premium therefor, insurers had been 
influenced by the fact that they would be able to recover 
amounts paid in respect of damage caused maliciously. As to 
insurances effected for the specific purpose of covering damage 
caused by military power, riot and the like, a different view 
was taken on the ground that, where losses had arisen, the 
insurers had merely been called upon to pay for the very thing 
which they had contracted to cover. In this respect the Shaw 
Commission followed the procedure adopted by the Commission 
which sat to assess the losses arising out of the Dublin rebellion 
of 1916. Eventually a settlement was arrived at and, although 
no authoritative information on the subject is available, it 
is believed that the basis of the settlement was one which left 
the insurers a small profit on the transactions as a whole after 
debiting premiums and crediting losses and expenses. 

There is a sharp line of demarcation between the losses 
which arose out of the 1916 rebellion and those which were 
dealt with by the Shaw Commission. In the former case none 
of the losses came within the scope of what is known as the 
ordinary fire policy because it was admitted that all of them, 
having been caused by military or usurped power, by riot or 
by civil commotion, were covered by the condition in the 
policy which excludes liability for losses so caused. In the 
latter case, while there were numerous losses which came 
within the same category as the Dublin losses, there were many 
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others in regard to which it was difficult to say that the damage 
— although caused maliciously within the meaning of the 
Compensation Acts — was due to the perils excluded from the 
scope of the ordinary fire policy. 

Loss or damage which might be caused by foreign enemy 
fell within a different category altogether. At a comparatively 
early period in the war it became apparent that there was 
serious danger of destruction of property situate in certain 
areas by bombardment from the air or from the sea, and 
even the possibility of an invasion was considered not entirely 
remote. These contingencies naturally created a demand on 
the part of the public for the extension of insurance protection. 
A few underwriters decided to grant policies, covering these 
perils, but the feeling of the majority was that the loss might 
in certain circumstances be so appalling that it would not be 
prudent to accept liability therefor on any terms. Owing to 
the uncertainty in regard to the extent of the damage which 
might be caused, even those who were not unwilling to accept 
such risks felt constrained to set a limit upon the amormt of 
their aggregate liabilities. Consequently the market was at 
all times a limited one and the authorities decided that as 
a matter of public policy it was necessary to allay public anxiety 
either by accepting responsibility for such damage or by 
setting up a scheme of insurance. Eventually a Committee was 
appointed to inquire and report. The members of the 
Committee were : — 

The late the Right Hon. Frederick Huth Jackson. 

Sir Raymond Beck, J.P. 

Cuthbert Heath, Esq., C.B.E. 

E. Roger Owen, Esq. 

Sir Gerald H. Ryan, Bart., J.P. 

The Committee pursued its investigations with praiseworthy 
rapidity and in a report dated 9th July 1915 a complete wor king 
scheme was submitted to the Government which was adopted 
in its entirety. 

The Committee wisely refrained from making any attempt 

I’2 
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to set up a complex rating schedule and recommended the 
following simple classification : — 



Against 

Against 


aircraft 

aircraft and 


only 

bombardment 


s. d. 

s. d. 

1. Building, Rent and Contents of : 



Private DweUing-liouses and Buildings in 



whicli no trade or manufacture is carried on 

2 0 

3 0 

2. All other Bufidirc:^ ond their Rents . 

3 0 

4 6 

3. Farming Si \)Lh- 

3 0 

4 6 

4. Contents of all Buildings other than those speci- 



fied in 1 and 5 

5 0 

7 0 

6, (a) Merchandise at Docks and Public Wharves,'' 



m Carriers’ and Canal Warehouses and 



Yards, in Public Mercantile Storage Ware- 1 


10 A 

houses, and in transit by Rail. j 

7 0 

iv V 

(b) Timber in the open. 



(c) Mineral Oil Tanks and Stores (Wholesale). 




K.B — (!) Insurances under Class 5 may be accepted for short periods at the 
following rates : 

Six months . . Three-fourths of the annual premium. 

Three months . . One-half of the annual premium. 

One month . . One-fourth of the annual premium. 

All the other rates for twelve calendar months or any shorter period. 

N.B. — (2) Buildings, Rent, and Contents must be specified separately. 


It will be seen that the only discrimination between property 
within and property outside danger zones lay in the additional 
rate required for the bombardment risk. 

When the scheme came into operation it was found, as 
might have been expected, that many kinds of property did 
not fall into any one of the five classes, but equity of treatment 
was secured by the setting up of a Committee to which was 
entrusted the task of settling the classification in each individual 
case. 

The perils insured against were destruction of or damage to 
property caused directly or indirectly by aerial craft (hostile 
. or otherwise) or shots, shells, bombs or missiles from or used 
against aerial craft or by bombardment by hostile guns not 
landed on British territory. The Committee assumed in its 
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repoj’t that the scheme contemplated -by the Government was 
not intended to cover the risk of invasion, and pointed ’out 
that in the event of a hostile force effecting a landing in 
the United Kingdom it would be inconsistent to cover loss by 
bombardment without covering also other damage incidental 
to war. 

The difficult problem of the administration of the scheme 
was solved by enlisting the services of the Fire Insurance 
Companies. The Committee had considered a suggestion that 
their scheme might be operated through the Post Office but 
they decided that the Fire Insurance Companies were better 
equipped for the task. Insurances against damage caused by 
aircraft or bombardment would naturally be on much the same 
lines as those which had already been effected against the risk 
of fire, and consequently it was apparent that applications for 
insurance under the new scheme could be expeditiously and 
conveniently dealt with by the insurers who had issued the 
ordinary fire policies on the property. The data necessary for 
the computation of the premiums and the draft of the policies 
would be already in their possession in the form of office copies 
of the fire policies. Accordingly all Companies engaged in the 
business of Fire insurance were invited to enter into an agree- 
ment to act as agents of the Government for the receipt of 
applications for insurance, for assessing and collecting the 
premiums and for issuing the policies ; for these services 
they were to receive a commission of 10 per cent, of the 
premiums. 

The Government scheme did not m any way interfere with 
the right of private undertakings to offer to the public insurance 
against these perils and it would have been unwise to attempt 
to interfere with it. As the Committee had anticipated in its 
report to the President of the Board of Trade, the free market 
proved useful not only in affording facilities for insurance in 
the special cases for which no provision was made in the scheme 
but also by tempering the rigid lines of a flat-rate system. 
The Committee pointed out, however, that in the interests 
of the Government ii would be necessary to stipulate that 
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any insurer who elected 'to act as agent for the Government 
should not accept risks on his own account, as without this 
safeguard insurers acting in the dual capacity might, as under- 
writers for their own account, appropriate the good risks for 
themselves, whilst as agents for the Government they might 
pass the less desirable ones to their principals. Accordingly 
the agreement between the Government and the Approved 
Companies contained a clause by which each Approved Com- 
pany agreed not to act either as principal or agent in the granting 
of any insurance against a risk which could be covered by a 
policy in the form issued by the Government. 

A few Companies and Lloyds underwriters did in fact elect 
to transact the business for themselves. 

To provide for those who were not insured against fire and 
those who for any other reason preferred to deal direct with the 
Government, a State Insurance Office was set up. 

One of the chief functions of an underwriter who is operating 
for the purpose of gain is the selection of risks, and in this 
the ability to discriminate between varying degrees of moral 
hazard is an important qualification. There can, however, be 
no question of selection in a scheme established by a Sovereign 
State for the benefit of its subjects and therefore those entrusted 
with the work of handling this kind of insurance were relieved 
of the task of deciding whether a particular application should 
be accepted or rejected, their only duty being to assess correctly 
the premium. 

The arrangement made by the Approved Companies for 
the working of the scheme were simple. Those who decided 
to employ them as a medium had merely to furnish the number 
of their fire policy or to supply such information as would 
enable it to be traced. Thereupon they were told what the 
premium would be and, upon payment, immediate protection 
was granted. In some cases the examination of the statement 
of the property which formed the subject-matter of the insur- 
ance involved some delay in the issue of the policy, and in 
others the protection had to be deferred when the appHcant 
could not, for various reasons, pay the. amount of premium 
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immediately. The practice in Fire insurance transactions had 
always been to grant what is known as interim or provisional 
cover during the interval between the receipt of the proposal 
and its definite acceptance or refusal, with a further allowance, 
in the former event, of a reasonable time for payment of the 
premium, provided the proposed insurance was so far as could 
be judged an acceptable one. The State plan of insurance 
seemed to require no such temporary protection, but on repre- 
sentations being made to the Board of Trade by the Approved 
Companies that their insured were accustomed to this course 
of dealing, the issue of ‘ Cover Notes ’ for a period not exceeding 
seven days was sanctioned on the understanding that the 
Company issuing such a document would accept responsibility 
for any monetary loss sustained in consequence of the person 
to whom it was granted failing to complete the contract by 
payment of the premium. The privilege was of course never 
abused by the Approved Companies, and only in a very few 
instances was it abused by the insured. 

The procedure adopted by the State Insurance Of&ce was 
more formal, but this was necessarily the case owing to the 
preliminary lack of particulars of the subject-matter of the 
insurance. Applicants were required to furnish the details 
in duplicate on official forms and to pay the premium. One 
of the twm forms was then impressed with an official stamp 
and handed back to the applicant, and this constituted a 
provisional policy pending the issue of the more formal 
document. 

Claims were settled by assessors approved by the Govern- 
ment, but the survey in connexion with claims under a policy 
issued by an Approved Company was carried out by that 
Company. For the purpose of these settlements the principles 
which apply to losses under ordinary fire policies were adopted. 
When the preliminaries had been arranged, the papers, with 
the assessor’s report and adjustment, were forwarded to the 
State Insurance Office and a cheque in settlement was in due 
course sent to the claimant through the Approved Company. 

An interesting sidelight is thrown upon the official estimate 
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of the probable duration of the war by the fact that the policies 
as drafted contained no provision for renewal. When the time 
came for the renewal of the policies a special form of receipt 
for the renewal premium was drawn up so as to constitute, 
with the original policy, a compound contract for the second 
period of insurance. In these circumstances it became necessary 
to stamp all renewal receipts irrespective of the amount of 
premium involved. The Government might have, if it had 
so chosen, decided to claim exemption from Stamp duty, 
but in order not to weaken the principle in regard to the 
stamping of insurance policies it decided that all the aircraft 
contracts should be subject to Stamp duty in the usual way. 
The expense did not fall upon the Approved Companies, how- 
ever, as they were authorized to debit the cost of such stamps 
in their account with the Government. 

A great deal of the damage caused by aircraft and bombard- 
ment occurred in districts inhabited by the poorer section of 
the community, and it soon became apparent that no system 
of voluntary insurance would meet such cases unless it was 
brought to the notice of those concerned much more effectively 
than could be done through the medium of the Fire Insurance 
Companies or of the State Insurance Office. Accordingly, 
arrangements were made on or about 9th November 1915 
whereby insurances for amounts of £25 (premium 6d.), £50 
(premium Is.), or £75 (premium Is. 6d.) could be effected 
through the Post Office. Subsequently the Government 
announced that as from 1st September 1917 the Post Office 
scheme would be replaced by one under which, in effect, every 
individual was granted a free insurance to the extent of £500 
subject to the restriction that if at the time of any loss the total 
value of all the individual’s property exceeded £500 the amount 


recoverable would be limited to 


500 


of any loss. 


total value 

Incidentally this brought a great deal of additional work upon 
those who had issued the Government poHcies, for many 
policyholders insisted on reducing their policies by that amount 
the next time they became renewable. 
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The profit realized by the enterprise upon which the Govern- 
ment had embarked soon caused a demand for a reduction in 
the premiums, and eventually the Government yielded to the 
agitation by announcing that the rates would be reduced by 
one-half as from 17th February 1917. This concession caused 
the Approved Companies much tribulation, for upon their 
heads was poured the wrath of those who had effected or 
renewed policies a short time before the date when the reduc- 
tion became operative. The arguments that the line must be 
drawn somewhere, that wherever it was drawn it must operate 
less advantageously for some than for others, and that a 
proportionate adjustment of premiums would entail an appal- 
ling amount of work, fell upon deaf ears and there was a per- 
sistent agitation for some modification, but the Government 
was obdurate. The result was that the wrath of the discon- 
tented was accentuated against the Companies through whose 
agency their insurances had been effected and in more than 
one instance this residted in the severance of business relations 
which had been in existence for years. The fact is the 
more astonishing, as any reasonable person might have been 
expected to recognize that the Companies, as agents, had 
no alternative but to carry out the instructions of their 
principal, the Government. The argument of the aggrieved 
seems to have been that the Companies should have brought 
pressure to bear upon the Government on behalf of the 
policyholders. 

After the war the results of this Government undertaking 
were pubhshed by the Board of Trade in a White Paper from 
which it appears that up to 30th November 1918 the premiums 
received amounted, in round figures, to £13,610,000, whilst 
the claims paid and outstanding were estimated to absorb 
£2,970,000 and there were the expenses and commission to 
be met. 

The German raiders whose activities were so pronounced in 
the early stages of the war stimulated a demand for insurance 
in the foreign field on lines similar to those of the Government 
aircraft scheme, and Jit may be interesting to record that War 
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Risks insurance, in one 
vided in : 

form or another. 

was sought and pro 

Europe. 

Finance 

Italy 

Sweden 

Spain 

Greece 

Finland 

Portugal 

Malta 

Russia 

Switzerland 

Constantinople 

Riga 

Asia. 

Smyrna 

India 

China 

Persia 

Ceylon 

Vladivostok 

Palestine 

Burma 

Dutch East Indies 

Africa. 

Canary Islands 

Egypt 

Morocco 

Madeira 

Aden 

South Africa 

Azores 

Central and South America and West Indies. 

Brazil 

West Indies 

Haiti 

Chili 

Bermuda 

San Domingo 

Peru 

Cuba 

British Guiana 


and 


St. John’s, Newfoundland. 

The general policy of the Government is to remain its own 
insurer of its own property, but this policy was not always applied 
to property which, during the war, became the subject of State 
Control, and on various occasions the assistance of the Fire 
Offices and of Lloyds underwriters was sought. A few examples 
will suffice as illustrations. 

In connexion with the manufacture and handling of 
explosives the Government desired to be relieved of liability 
for any loss or damage which might be caused to controlled 
works and the plant and materials connected therewith and 
asked the owners to make their own arrangements in regard 
to insurance, but it was recognized that such arrangements 
would only be possible if insurers were disposed to grant insur- 
ance protection. In order to provide it the insurers had to 
make a further modification in their settled practice. Owing 
to the possibihty of the consequences of an explosion being so 
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far reaching as to be disastrous it had been the settled practice 
of insurers, for many years, to exclude from the scope of a- fire 
policy loss or damage arising from this cause and in the case 
of Stanley v. Western Insurance Company (1868), L.R. 3. 
Ex. 71, the Court of Exchequer had held that a condition, 
‘This policy does not cover loss or damage by explosion’, 
exempted the Company from all the consequences of an 
explosion, including fire caused by explosion no less than 
explosion caused by fire. In the circumstances the insurers 
who had undertaken the ordinary Fire insmance on property 
were invited to accept liability for explosion damage also. 
In consenting to extend their responsibility in this direction, 
underwriters were influenced by considerations similar to those 
which had induced them to depart from traditional methods in 
regard to riot and similar political and social disturbances, 
and this notwithstanding the lack, in this instance also, of past 
experience to serve as an indication of the probable cost of 
the protection to be granted. Moreover, the new processes 
employed in the manufacture of high explosives and the 
immense quantities of raw material and of the finished article 
handled and stored introduced a factor of extension which it 
was impossible to estimate. The Ministry of Munitions, being 
in a much better position than any one else to foresee the 
probabilities of disaster in each individual factory or store, 
used this knowledge for the benefit of the taxpayer by making 
its own arrangements in regard to the less hazardous risks and 
passing on to the shoulders of others those in respect of which 
losses might be expected to arise. This, of course, the Govern- 
ment was entitled to do. Neither the underwriters nor the 
experts who advised them frilly appreciated the extremely 
‘ sensitive ’ nature of the new explosives (in particular, of 
picric acid) nor the magnitude of the disaster which might 
result from their storage in large quantities. The rates fixed 
were therefore altogether inadequate, apart from the fact that 
the selection was against the insurers, and although they were 
increased when experience had been gained, the heavy losses 
sustained (among r^hich the most serious was the disaster at 
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Low Moor caused by explosion of picric acid) rendered, the 
adventure a very unprofitable one. However, valuable experi- 
ence was gained and as a result of the experunent insurers 
came to the conclusion that the ‘ unknown quantity ’ in this 
peril being chiefly the concussion damage, the ravages of fire 
following explosion need no longer be excluded from the 
ordinary fire policy. Arising from this it is now the practice, 
in consideration of an additional premium, to extend an 
ordinary fire policy to include even the concussion damage, and 
in assessing the extra premium for the various classes of risk 
the experience gained dming the war has naturally assisted 
underwriters very materially. 

When the Government assumed control of the corn mills, 
nullers were instructed to continue their existing Fire insurances 
on buildings and machinery for amounts equivalent to pre-war 
values, and at the same time it was arranged that the settle- 
ment of any loss should be on the same basis. The Food 
Controller accepted responsibility for stock in trade subject 
to the qualification that existing insurances should continue 
to run imtil expiry. Representations were made to the Con- 
troller that in those cases where the policies expired at different 
dates the running out of the insurances with the earlier expiry 
dates would place an undue burden upon insurers for partial 
losses, and to meet this the Controller agreed that for the 
purpose of the adjustment of any loss on stock in trade his 
Department should be deemed to have issued a policy for the 
difference between the actual value of the stock and the sum 
insured under ordinary fire poHcies. The effect of this was to 
make the insurers liable only for their equitable proportion 
Sum insured 
Value at time of fire 

By an agreement between the Government Forage Com- 
mittee set up by the Secretary of State for War and a Syndicate 
composed of most of the leading Insurance Companies and a 
group of Lloyds underwriters, the Syndicate undertook the 
insurance of forage from the time of its purchase xmtil it had 
been trussed and removed from the pren^ses of the vendor. 


j- of any loss. 
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The insurance included loss by fire or -by aircraft and bombard- 
ment, and as some of the insurers were ‘ Approved ’ Companies 
under the Government Aircraft Scheme the consent of the 
Board of Trade was obtained to the inclusion of the aircraft 
and bombardment risk. The number and amount of the losses 
proved to be greater than had been anticipated, many fires 
being caused by sparks from the engines connected with the 
mechanical trussers and other machinery used by the Forage 
Committee, and on the expiry of the original period of the 
agreement there was a deficit. For the second term, however, 
a slightly higher rate was agreed upon and in the final result 
the Syndicate was left with a small surplus of premiums over 
losses. 

New forms of insurance were evolved, not only in the 
United Kingdom but in all parts of the world, and of these, 
perhaps, the most interesting were those concerned with the 
Government pools for wheat and fodder and for cotton. Depart- 
ing again from its usual attitude the Government decided that 
its purchases in the open market must be covered by insurance, 
and it appealed to underwriters for co-operation. At first sight 
it would not be a very difficult matter to devise a satisfactory 
scheme, but the position was this. Insurers had already their 
own trade connexions with whom they had been accustomed to 
do business and their insurances were running for normal 
amounts or possibly for amounts in excess of the normal owing 
to the congestion which arose from the irregular steamship 
services. The Government was a buyer of wheat, or wool, or 
cotton as the case might be alongside of the ordinary merchants, 
and its agents bought wherever they could obtain supplies. 
The result was that it was rarely possible to give to insurers 
the particulars of construction of the buildings, the value of the 
stocks and other information which insurers require to enable 
them to grant iusurance. At the same time in the interests 
of the taxpayer insurance had to be provided and the leading 
insurers were asked to suggest a means of dealing with the 
situation. 

A combination pr pool was suggested and was indeed neces- 
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sary because the Government wished to have the agreements 
reduced to the smallest compass and to deal with as few 
principals as possible. A single insurer was usually put in 
charge of a pool and this insurer undertook on behalf of the 
Government to supply all who participated in the pool with the 
information that was necessary for completing the insurance. 
The insurers charged the Government with a small commission 
for the work. The results were satisfactory to both sides, 
although the insurers had to risk a possible accumulation of 
liability for which they could hardly provide by effecting 
re- insurance since the point of congestion was not known before- 
hand, the Government purchases being stored in warehouses 
according to the exigencies of the moment and not on any 
arranged plan. 

It is worthy of record that every one of the insurance schemes 
which were arranged between H.M. Government and various 
groups of insurers was carried through in a manner which was 
entirely satisfactory to all concerned. 

8 At the outbreak of war the general impression was that 
there were lean years ahead, and it seemed probable that this 
anticipation would be realized. Many of the experienced 
workers in the various trades and industries were absorbed by 
the Army and Navy and they had to be replaced by unskilled 
substitutes, and there is no doubt that the resultant disorganiza- 
tion was responsible for many fires. In many industries, too, 
there was uncertainty as to the effect which would be produced 
by the war, and the general slackness which resulted from this 
state of affairs tended to raise the fire-loss ratio. When, how- 
ever, it became apparent that the demand for almost every 
kind of commodity would exceed the supply, matters adjusted 
themselves with startling rapidity. 

The general advance in the price of buildings, machinery 
and materials of all kinds did not immediately bring increased 
premiums to insurers, for the insured were in most cases too 
much occupied with matters of more urgent importance to take 
steps to bring the amount insured into Kne with the altered 
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conditions. Consequently when partial losses occurred the 
amounts payable were, in proportion to the sums insured, much 
greater than they had hitherto been, for however inadequate 
the amount of the insurance may be the insured is entitled 
under a fire policy to recover up to the total amount of the loss 
provided it does not exceed the sum insured by the item 
affected. The only exception to this rule is where the policy is 
‘ subject to average ’, that is, to a condition that if at the time 
of the loss the sum insured is less than the value of the subject- 
matter of the insurance the amount recoverable by the insured 

in, 1 . • . . r Sum insured 1 

shall be onlv a proportionate part < Tn r-= — i ir— r 

“ ^ ^ ^ I^Valueofthesubject-matterJ 

of the loss. In the past there has been strong objection on the 

part of the public to the use of this condition- In reality its 

effect is just as beneficial to the public as to insurers, because 

the premium payable for the insurance of any particular class 

of risk is directly dependent upon the ratio which the losses 

incurred in respect of risks of that class bear to the premiums 

received ; therefore if non-average insurances are granted in 

respect of any class it is obvious that those who insure for less 

than the value of their property contribute less than their fair 

quota of premium, to the detriment of those who insure for 

the full value. Of late years there has been a tendency on the 

part of the business community to recognize the soundness of 

this argument, and there is reason to suppose that the effect 

produced by the phenomenal rise in prices during the war 

assisted in bringing this about. A remarkable illustration is 

furnished by the case of cotton-mills. The experience about 

the year 1914 was so unfavourable that it became necessary 

to increase rates considerably and at the same time the principle 

of making all insurances subject to average was generally 

adopted. The increase in the sums insured and the consequent 

increase in premium so greatly exceeded expectations that it 

was afterwards found that the introduction of average alone 

would be sufficient to put the business on a remunerative basis 

and a complete rearrangement of the rating scheme was carried 
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out under which the rates were reduced below even those which 
ruled before the former revision. 

Most of the important British Insurance Companies carry 
on their business tlirough branches or agencies in nearly all the 
inhabited portions of the earth. They give considerable latitude 
to their representatives but in normal times expect ex post 
facto advices at regular intervals in order to keep at the head 
offices a proper statement of assets and liabilities. 

Much of the business is ordinarily transacted by cablegram 
but the war stopped this. Many of the cables were cut and 
repair was impossible, while those that were in use were so 
much engaged that a cablegram from India would often take 
as much as eight to nine days. When it is remembered that 
many of the proposals for insurance are made at the last minute 
and cover is required immediately, it will be seen how greatly 
business was hampered by the long delays. 

We do not attribute any part of the blame to the censorship 
because in our opinion the censorship of telegrams and postal 
matter was one of the functions which the Government carried 
out most successfully during the war. Certain codes were 
prescribed for use, of which the censors had duplicates, and as 
a rule no serious delay was caused by translation, while many 
offices foimd that sooner than delay what might be an important 
business proposal the officials at the Censor’s Office most 
courteously endeavoured to clear up doubts either by a 
telephone conversation or personal interview which made for 
expedition. 

The ordinary letter mails were of course seriously reduced 
while several of the mail carriers, especially those on the Far 
Eastern routes, were torpedoed and sunk with all the cargo 
and mails on board. It says much for the ingenuity and willing 
work of the staffs of the offices that duplicates were so quickly 
to hand when originals had been lost. 

It is not necessary to refer at length to the employment 
during the war of lady clerks in the Companies’ service. It is 
something that was in conamon with every kind of profession 
and trade, but the discovery was made that for certain portions 
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of the work the lady clerk was so efficient she has probably come 
to stay. The experience in this respect corresponds with that 
of banks. 

A problem involving very large issues was that of exchange. 
Those engaged in the business of insurance had become so 
accustomed to the simplicity of the exchange problem, when 
practically every exchange was fixed, that few were prepared 
for what actually happened. It is true that there had been 
occasional incidents in some Central or South American State 
in which, owing to the default of the Government in payment 
of interest on loans, the ordinary ciurency had been so depre- 
ciated that commercial transactions were rendered impossible. 
But the problem that arose was of far wider application. The 
exchanges were affected not so much during war as after war, 
but the result was great confusion. If an insurer had important 
interests in the United States he was faced with the fact that 
the doUar had risen against sterling. If money had to be 
remitted to the home office of the insurer the insurer was the 
gainer, but if the home office had to remit to the United States it 
obviously took more sovereigns to buy a given number of dollars. 
A curious effect was produced which was apart from remittances. 

Head offices naturally keep their books in sterling and in 
order that premiums in foreign currencies may be brought into 
their books they have to be converted at a rate of exchange, 
usually that at wliich the currency was sold for pounds sterling 
at the time of remittance. Re-insurances, however, are often 
effected months after the currency premium was received 
and it frequently happened that at the date of effecting the 
re-insurances the rate of exchange would be against the insurer 
and he paid away in sterling to re-insurers in Great Britain 
more than the premium which he actually received, although, 
of course, he did not re-insure the whole of the policy. 

Added to this there was the difficulty of getting remittances, 
for most of the Governments of foreign countries imposed 
restrictions on the export of money. Thus nominally wealthy 
insurers were apt to be hard put to it to find cash for their 
current transactions. 


1569-58 
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The exchange of the ■German mark and the Austrian crown 
was respectively 20 43 and 12-08 to the pound before the war 
but after many fluctuations the German mark during 1923 
fell so low as to require 50,000,000,000,000 of them to make up 
one pound sterling and the Austrian crown quotation was as 
much as 350,000 to the pound. The position in Germany to-day 
is somewhat different owing to the creation of the Reichsmark. 
The Reichsmark or Rentenmark, which is worth one billion 
paper marks, is based on the American gold dollar, 4-20 Renten- 
marks being the equivalent to one gold dollar. 

The effect in an insurance business is not comparable with 
that felt in commerce and trade. A merchant who has made 
contracts and finds them impossible of fulfilment can cancel 
them, but insurers make contracts not for definite liabilities 
but for contingent liabilities and those contracts must run 
until they terminate by effluxion of time. 

These vagaries in exchange would have affected very 
seriously the British insurers in their settlement of pre-war 
accounts with German and Austrian re-insurers had it not been 
for the establishment of the Government clearing offices under 
the terms of the peace treaties. By their terms enemy sterling 
assets were used in this country to extinguish enemy sterling 
debts and they proved to be sufficient for the purpose in the 
case of Germany. Had they not it is obvious that few enemy 
re-insurers could have found sufficient currency to buy the 
sterhng. 

Holders of insurance policies sometimes find it difficult to 
understand the difference in rating which they find applied to 
their insurances on properties situated in different parts of the 
world. The average rate in the United Kingdom for all Fire 
insurance policies is 4s. per cent, and in France, Germany, 
Italy and Spain the rate is very similar. In Sweden it is 8s., 
in the United States of America 20s., in Canada 24s. and, 
roughly speaking, elsewhere 10s. 

The conditions as represented by the prevailing construction 
of buildings are admittedly diverse, but those who are familiar 
with the larger cities of America and Canada will fail to discover 
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such a diversity of construction in the United States and Great 
Britain as would justify a difference in rate of 5 to 1. Outside 
of the large cities in the United States the construction of the 
buildings is less solid but the high values involving insurances 
for important sums (which, in turn, influence the average rate) 
will always be in the principal cities. What then are the circum- 
stances which account not only for this vast difference of rate 
between England and the United States of America but also 
for the other differences which have been indicated ? 

There is a feature of Fire insurance which is very well 
known to insurance managers although it is of an impalpable 
nature. It is sometimes referred to as the ‘moral hazard’. 
A more accurate designation might perhaps be the ‘ immoral 
hazard The postulate is that all fires are accidental in origin, 
inasmuch as a man cannot be assumed to wish for the destruc- 
tion of his own property. The facts are not in accordance with 
the postulate. There may be a varying degree of human 
activity in the circumstances which bring about a fire : some- 
times those activities are of a negative character, being the 
outcome of carelessness or negligence, but unfortunately for 
underwriters it is well within their knowledge that in other 
cases the activity is of a positive kind. Underwriters, however, 
are not the keepers of the public conscience and they do not 
act as policemen. All that they are accustomed to do is to 
repudiate liability, when an improper claim is made, without 
giving reasons. The insured can then pursue his legal remedy 
if he is innocent, and if he succeeds the insurer invariably accepts 
the decision and pays. 

That the theory of human complicity in many of the fire 
claims that arise is not a product of the imagination is shown 
to some extent by the regifiar periodicity of fires and fire claims 
in line with the state of trade. It cannot be maintained that 
it is a pure accident that when trade is booming fires are scarce 
and when trade is dull fires become more frequent, for the 
available statistics point irresistibly to the contrary conclusion. 

During the war it necessarily happened that markets could 
be found for almost all commodities but that supplies were 
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short, and although some of the less experienced underwriters 
foretold a period of disaster during the years of the war the 
more experienced observer was confident that the results of 
trading would be better than the average and he was justified. 
No doubt this result was brought about in part by the increased 
premiums which were derived from new classes of business 
but the result was so consistently favourable during the 4-| years 
that the war lasted that a pretty strong case is presented for the 
theory which has been enunciated. 

To those who are curious it may be explained that the 
difference in rate to which reference has already been made is 
to be attributed to a difference in the burning risk of the different 
countries. It must not be assumed without corroborative 
evidence that an inhabitant of Great Britain is six times more 
honest than an inhabitant of Canada. There may be other 
causes than human volition, for instance fire-fighting appliances, 
efficiency of the police, water supplies, height of buildings, 
methods of heating, character of climate and many others, 
but when all these features have been allowed for there is still 
a tertium quid which has been described above as a ‘ moral ’ 
or ‘ immoral hazard ’. 

Fire underwriters are not seers ; they are guided very largely 
by the result of experience and this is the ultimate explanation 
of the difference in rates prevailing in any two coxmtries that 
may be selected for comparison, but the point that has been 
brought out in the preceding paragraphs is, briefly, that one of 
the economic effects of the war in Fire insurance was the 
diminution of the ratio of claims to premiums, and that were 
this economic effect to be perpetuated there would be far more 
uniformity in rating throughout the world than there can be 
at present. 

It is sometimes suggested that the principle of the common 
law which prohibits trading with the enemy during war is 
founded on public policy. Historically this is not the case. The 
principle originated in the primitive conception of war which 
imputed mutual hostility to the individual subjects of belli- 
gerent powers. 
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It is worthy of note that in the case of Henkle v. Royal 
Exchange Assurance Company (1749) 1. Ves. Sen. 317, 320, 
Lord Hardwicke said, ‘ No determination has been that insur- 
ance on enemies’ ships during war is xmlawful ; it might be 
going too far to say all trading with enemies is unlawful and 
that in the case of Bell v. Gilson (1798) 1 B. & P. 345, 354, 
Mr. Justice Buller observed that he had had many conversations 
with Lord Mansfield, who thought it was a good thing to pro- 
mote insurance of enemy’s property. From this it is evident 
that Lord Mansfield’s inclination to exempt insurance contracts 
from the disabilities in regard to trading with the enemy which 
English law imposed upon other branches of trade and com- 
merce was due to his expectation that the premiums derived 
from the unfettered right to carry on the business of insurance 
would more than compensate for the benefits which the enemy 
would be likely to derive from the payment of losses. In 
opposition to this was the argument that it would be ridiculous 
to neutralize the work of the Navy in destroying enemy 
shipping by allowing British underwriters to indemnify alien 
enemy insured for losses thus sustained. The logical course 
would have been to limit the operation of the rule to such cases 
and to exclude from its operation losses arising from other causes. 
The distinction between the two cases was, however, soon lost 
sight of and in 1800 Lord Kenyon definitely adopted the view 
expressed by Lord Stowell in the case of The Hoop (1799) 
1 Ch. Robb 196 that all private trading with the enemy was 
illegal without the licence of the Crown. 

The fundamental rules which now govern the position were 
formidated in a series of decisions on cases arising during the 
Napoleonic wars. The following is a brief record in chrono- 
logical order of the leading decisions : . 

1792. Where a contract inures to the aid of an enemy 
it is abrogated by War. So an insurance 
effected in Great Britain on a French ship 
previous to the outbreak of War between the 
two countries does not cover a loss by British 
capture. 

Furtado v. Rogers iViQ'i) 3 B. & P. 191. 


Executory 
Contract. 
Insurance 
effected 
before War. 
Loss (British 
capture) dur- 
ing War. 
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1T94. The insurance of enemy property in time of War 
is illegal and void. 

Bristoe v. Towers (1794) 6 D. & E., T.R., 35. 


Insurance 
effected dur- 
ing War. 


1800. Trading with the enemy, without the King’s General 
licence, is illegal. 

Potts V. Bell (1800) 8 D. & E,, T.R. 548. 

1803. Every insurance on alien property by a British 
subject must be understood, with this implied 
exception, that it shall not extend to cover 
any loss happening during the existence of 
hostilities between the respective countries 
of the Insured (alien enemy) and Insurer 
(British). 

Brandon v. Curling (1803) 4 East 410. 

1806. The right of an alien enemy to pa3rment of a debt 
incurred before the outbreak of War is only 
suspended by War and may be enforced upon 
the restoration of Peace. 

Ex parte Boussmaker (1806) 18 Vesey 71. 

[The debt which gave rise to this case was incurred in time of peace — 
the debtor became bankrupt after the outbreak of War — alien 
creditors put in a proof of debt — ^the Commissioners in Bankruptcy 
refused to admit the claim on the objection that the Creditors 
claiming to prove were alien enemies.] 

The Lord Chancellor said : 

‘ The policy of avoiding contracts with an 
enemy is sound and wise, but where the 
contract was originally good and the remedy 
is only suspended the proposition that there- 
fore the fund should be lost is very different. 

Let a claim be entered and the dividend be 
reserved.’ 


Executed 
Contract. 
Contract 
made (and 
executed by 
one of the 
parties) 
before War. 


Executory 
Contract. 
Insurance 
effected 
before War. 
Loss (from 
any cause) 
during War. 


1817. No contract made with an alien enemy in time 
of War can be enforced in a British Court 
although the plaintiff do not sue until the 
return of peace and although he be a British 
subject resident in the enemy country. 

Willison V* Patteson (1817) 7 Taunton 439. 


Contract 
made during 
War with a 
resident in 
an Enemy 
Country, 
such Besi- 
dent being 
a British 
subject. 
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The Crimean War added to the case law on the subject 
but the only decision which need be mentioned here is one to 
the effect that 

A contract made with an alien enemy and 
executed by him before the outbreak of War 
is not made void by such outbreak. It is 
merely rendered unenforceable by him during 
the existence of the War. 

Alcinous V. Nigreu (1854) 4 E. & B. 217. 


Executed 
Contract. 
Contract 
made (and 
executed by 
one of the 
parties) 
before War. 


The early cases affecting insurance related to marine 
transactions but the principles can be readily applied to Fire 
insurance business. 

The American Civil War gave rise to a case {New York 
Life Insurance v. Statham (1876) 93 U.S. Reports Supreme 
Court 24) which related to Life insurance and as the doctrines 
of the common law of the United States of America are similar 
to our own the principles laid down by the Supreme Court are 
relevant to the question under consideration. 


1. A policy of life insurance which stipulates for the 

payment of an annual premium by the assured, 
with a condition to be void on non-payment, is 
not an insurance from year to year, like a com- 
mon fire policy ,• but the premiums constitute an 
annuity, the whole of which is the consideration 
for the entire assurance for life, and the condition, 
subsequent, is a condition making, by its non- 
performance, the policy void. 

2. The time of payment in such a policy is material, 

and of the essence of the contract ; and a failure 
to pay involves an absolute forfeiture, which 
cannot be relieved against in equity. 


This IS an 
example of 
the applica- 
tion of equit- 
able prin- 
ciples to an 
executory 
contract 
which was 
rendered im- 
possible of 
performance 
in conse- 
quence of 
War. 


3. If a failure to pay the annual premium be caused 
by the intervention of war between the terri- 
tories in which the insurance company and the 
assured respectively reside, which makes it un- 
lawful for them to hold intercourse, the policy is 
nevertheless forfeited if the company insists on 
the condition ; but in such case the assured is 
entitled to the equitable value of the policy 
arising from the p^remiums actually paid. 
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4. This equitable value is the difference between the 

cost of a new policy and the present value of the 
premiums yet to be paid on the forfeited policy 
when the forfeiture occurred, and may be 
recovered in an action at law or a suit in equity. 

5. The doctrine of revival of contracts suspended 

during the war is based on considerations of 
equity and justice, and cannot be invoked to 
revive a contract which it would be unjust or 
inequitable to revive — as where time is of the 
essence of the contract, or the parties cannot be 
made equal. 

C. The average rate of mortality is the funda- 
mental basis of life assurance, and as this is 
subverted by giving to the assured the option 
to revive their policies or not after they have 
been suspended by a war (since none but the sick 
and dying would apply), it would be unjust to 
compel a revival against the company. 

It is interesting to note that the method of arriving at the 
‘ equitable value ’ follows closely the rule prescribed by our 
own Life Assurance Companies Acts Amendment Act 1871 
(since replaced by the Assurance Companies Act 1909) for 
valuing a life policy when the Company which issued it is being 
wound up. 

The Assurance Companies Act of 1909, which regulated 
the carrying on of Fire insurance business on lines similar to 
those already applied to Life assurance by the Act of 1871 
(which as already indicated was replaced by the Act of 1909), 
contains a rule for valuing a fire policy, on the winding up of the 
insurer, which follows the same principle, and the Treaty of 
St. Germains specifically extended the principle to re-insurance 
when it provided, in effect, that accounts between re-insurer 
and re-insured should be adjusted on the terms which would 
have applied imder the Act if the re-insurer had gone into 
liquidation on the date of the declaration of wax between this 
country and the country of the re-insurer. 

The South African War also contributed its quota to the 
case law on this important subject. When war between Great 
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Britain and the Transvaal Republic was imminent the Driefon- 
tein Consolidated Mines Limited — a Company registered in the 
Transvaal — effected with British underwriters an insurance 
against capture of treasure during its transit from the Transvaal 
to this country. On the 3nd October 1899 the Government of 
the Transvaal seized the treasure during transit and nine days 
later a state of war ensued between the two countries. It was 
held by the House of Lords that as the seizure was made before 
the declaration of war (although in contemplation of war and 
in order to use the treasure in support of the war) the insurance 
was valid and that consequently — after the restoration of 
peace — an action might be maintained in this country against 
the underwriters {Janson v. Driefontein Consolidated Mines 
Limited (1902) L.R., A.C. 484 (House of Lords)]. 

It may perhaps be urged that as this does not profess to be 
a legal treatise too much space has been given to an analysis 
of the leading cases bearing upon this aspect of the subject. 
The object of the analysis, however, is to show that up to the 
time of the outbreak of war with Germany the rules laid down 
had dealt rather with the effect of a state of war upon con- 
tractual relations between British subjects and ahen enemies 
than with the penalties incmred by British subjects violating 
the rule. A thorough appreciation of this important point is 
necessary in order to understand the consternation caused 
among the commercial community by the proclamations issued 
by the Government after the outbreak of the European war 
for, strange as it may seem now, business men had not realized 
until August 1914 that trading with the enemy was a criminal 
act. In connexion with insurance, for instance, the rule of 
English law with regard to contracts with alien enemies had 
formed the basis of propaganda against British underwriters in 
various parts of the world by those interested in foreign insur- 
ance undertakings, and the former had seriously considered 
the feasibility of counteracting this propaganda by insertiag 
a clause in their policies agreeing not to take advantage of the 
rule, but the idea was abandoned because it was realized that 
such an agreement itself be a contract which would be 
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subject to the same rule and not because any attempt to 
implement it would be a criminal offence. It is in fact extremely 
difficult for a business man to apply such a principle of law 
to his own transactions however well defined that principle 
may be. 

A record of the effect of the war upon the business of insur- 
ance would not be complete without a detailed statement of the 
proclamations and legislation which resulted. 

There appeared in a Second Supplement to the London 
Gazette of Tuesday the 4th August 1914, dated 5th August 
1914, a proclamation relating to trading with the enemy 
beginning ; 

‘ Whereas a state of war exists between us and the German Emperor 
and whereas it is contrary to law for any person resident, carrying on 
business or being m our Dominions, to trade or have any commercial 
intercourse with any person resident, carrying on business or being 
in the German Empire without our permission ; and whereas it is 
therefore expedient and necessary to warn all persons resident, carrying 
on business or being in our Dominions, of their duties and obligations 
towards us, our Ci’own, and Government. Now therefore we have 
thought fit, by and with the advice of Otir Privy Council, to issue this 
Our Royal Proclamation, and we do hereby warn all persons resident, 
carrying on business, or being in our Dominions not to . . . make or 
enter into any new marine, life, fire or other policy or contract of 
insurance with or for the benefit of any persons resident, carrying on 
business, or being in the said Empire, nor under any existing policy 
or contract of insurance to make any payment to or for the benefit 
of any such person in respect of any loss due to the belligerent action 
of His Majesty’s forces or those of any ally of His Majesty.’ 

A similar proclamation of the 12th August was issued 
following the existence of a state of war with Austria. 

It will be noticed that two different actions are envisaged. 
The one the issue of fresh pohcies of insurance to enemy 
subjects, the second the payment under existing policies of 
losses or claims arising out of the state of war. As the payment 
of claims arising from other causes was not prohibited it was 
consequently assumed for the time being this was not illegal. 

A Second Supplement to the London Gazette of the 
8th September 1914 and dated 9th September 1914 was issued 
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revoking the two previous proclamations and giving effect to 
the following prohibitions : 

‘ Not to pay any sum of money to or for the benefit of an enemy. 
Not to compromise or give security for the payment of any debt or 
other sum of money with or for the benefit of an enemy. Not to make 
or enter into any new marine, life, fire or other policy or contract of 
insurance with or for the benefit of an enemy ; nor to accept or give 
effect to any insurance of, any risk arising rmder any policy or contract 
of insurance (including re-insurance) made or entered into with or 
for the benefit of an enemy before the outbreak of War.’ 

‘ Enemy ’ was defined as meaning any person or body of 
persons of whatever nationality resident or carrying on business 
in the territories of the German Empire and of the dual 
monarchy of Austria-Hungary together with all the colonies 
and dependencies thereof, but it was expressly provided that 
where an enemy had a branch locally situated in British, 
allied or neutral territory, not being neutral territory in 
Europe, transactions by or with such branch should not be 
treated as transactions by or with an enemy. 

This proclamation again left some points in doubt for it 
was apparently not illegal to continue to operate re-insurance 
contracts although it would have been illegal to pay money 
which became due under such contracts. To set the matter 
at rest a third Supplement to the London Gazette of Tuesday 
6th October 1914 and dated 8th October 1914 was issued 
which revoked the paragraph in the preceding proclamation 
and substituted the following : 

‘ Not to make or enter into any new marine, life, fire or other policy 
or contract of insurance (including re-insurance) with or for the benefit 
of an enemy ; nor to accept, or give effect to any insurance of, any risk 
arising under any policy or contract of insurance (including re-insur- 
ance) made or entered into with or for the benefit of an enemy before 
the outbreak of War ; and in particular as regards Treaties or Contracts 
of Re-insurance current at the outbreak of War to which an enemy 
is a party or in which an enemy is interested not to cede to the enemy 
or to accept from the enemy under any such Treaty or Contract any 
risk arising under any policy or contract of insurance (including re- 
insurance) made or entered into after the outbreak of War, or any 
share in any such risk \ 
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and in the same proclamation the exception previously made 
in favom’ of enemy branches situated in British, allied or 
neutral territory was withdrawn, and it was declared that 
where such branch carried on the business of insurance or 
re-insurance of whatever natme transactions by or with such 
branch in respect of the business of insurance or re-insurance 
were to be considered as transactions by or with an enemy. 

A difficulty arose over the use of the word ^ branch ’ for 
the majority of the Companies had not a branch under a paid 
official but only agents working on commission, 

A fourth proclamation styled ‘ Supplement to the London 
Gazette of Tuesday 16th February 1915 ’ was issued, but the 
only material point in it which requires mention is the provision 
that where territory of an allied State (such as Belgium) or 
territory of a neutral State (such as Luxemburg) was in the 
effective military occupation of an enemy the proclamations 
relating to trading with the enemy should apply as they applied 
to an enemy country. 

A fifth proclamation styled ‘ Supplement to the London 
Gazette of 25th June 1915 ’ changed the test of enemy char- 
acter from locus to nationality in China, Siam, Persia and 
Morocco. 

Meanwhile the ‘ Trading with the Enemy (Extension of 
Powers) Act 1915 ’ was passed giviag to the Executive power 
to prohibit by proclamation trading with any persons or bodies 
of persons even though not resident or carrying on business in 
enemy territory or in territory in the occupation of the enemy 
wherever by reason of the enemy nationality or enemy associa- 
tion of such persons or bodies of persons, incorporated or 
unincorporated, it appeared to be expedient. This was the 
beginning of the famous Black Lists. Insurance was at first 
exempted. ‘ Nothing in this Proclamation shall be taken to 
prohibit any person or body of persons, incorporated or unincor- 
porated, resident, carrying on business, or being in the United 
Kingdom who is engaged in any neutral country in the business 
of insurance from carrying on such business with or through 
the agency of any of the persons or bodies pf persons mentioned 
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in the Statutory List.’ Public Utility Companies were likewise 
exempted in terms. 

The countries dealt with in the earlier proclamations were 
Greece, Morocco, Netherlands, Norway, Portugal, Portuguese 
East Africa, Spain and Sweden. By the 28rd May 1916 the 
following countries had been added : Argentine and Uruguay, 
Brazil, Chih, Cuba, Ecuador and Peru, Japan, Netherlands 
East Indies, Persia and Philippine Islands, Denmark. 

Another variation had been made on 26th April 1916. The 
exemption in favour of insurance was continued provided that 
it were other than the business of Marine insurance or of the 
insurance against fire or any risk of goods or merchandise during 
transit from shipper’s or manufacturer’s warehouse xmtil 
deposited in warehouse on the termination of the transit, if 
any part of the transit was by sea. 

Fourteen further lists were pubhshed in 1916, twenty-seven 
in 1917, twenty-eight in 1918 and five in 1919. It is unnecessary 
to specify all the countries as it will readily be gathered that 
the net was spread as widely as possible. Names were being 
constantly added and there were some removals. 

The exception made in favour of Fire Insurance Companies 
was looked upon -with some Jealousy by other traders and 
a word of explanation may be desirable. It was recognized 
from the first that prohibition would defeat its own object. 
There were agencies of enemy Companies abroad and the more 
premiums they could take the better equipped were they for 
continuing in business. There was a natural disinclination to 
insure with an enemy Company for fear that funds for the 
payment of claims would run short, but a prohibition laid on 
British Companies would drive traders into the hands of enemy 
Companies thus diverting the premium money from British to 
enemy coffers. Secondly, it was not only a question of the- 
taking of premiums but also of the fulfilling of contracts, 
i. e. the payment of claims, and these were enforceable in the 
local Courts despite a British Government prohibition. Thus 
it was within the power of the insured to nullify the effect of 
a prohibition by the simple expedient of bringing an action 
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against the insurer for it has been a principle with insurers 
to submit themselves unreservedly to the jurisdiction of the 
tribunals of the country in which they effect their contracts, 
and not only a principle but a necessity, for although lawsuits 
in Fire insurance are happily not frequent it is unthinkable that 
a claimant who desires to bring an action should be precluded 
from having recourse to the Courts of his own country. Thirdly, 
the point affected us much more than our allies for no other 
country had Companies which do the world-wide business which 
British Companies do. And lastly, it was a necessity in the 
general interests, for insurance is the handmaid of banking and 
commerce, and the inability to meet contracts would have had 
a serious effect after w^ar as detracting from the reliability of 
British Insurance Companies. 

When America came into the war in 1917 the Government 
of the United States adopted an Enemy Trading List based 
very largely on the British lists. The circumstances in the 
United States were somewhat different from those prevailing 
elsewhere in that there was a number of enemy Insmance 
Companies operating under branches and agencies there and no 
doubt persons and firms of aU nationalities were insured with 
them. Consequently a system of licensing was adopted under 
certain restrictions. 

France also had its Black List, but it dealt specifically with 
re-insurance matters. 

Eventually at the beginning of 1918 the concession granted 
to Insurance Companies in Great Britain was withdrawn. The 
Government intimated that it had been granted largely on 
account of the American business and now that America was 
in the war and had adopted her own measures in regard to the 
subject the raison d’itre for the concession was past. Possibly 
too much importance was attached to the belief that an 
economic offensive was a war measure. The British Insurance 
Companies were now, as always, anxious to do the patriotic 
thing and they contented themselves with pointing out the 
difficulty that would arise in regard to obligatory treaties under 
which re-insurances were accepted in neutral countries for it 
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was naturally impossible when the acceptance of all re-insur- 
ances was obligatory to repudiate liability under a re-insurance 
which was made on a policy issued to a person or firm on the 
British Black List. 

Those insurers who were represented by persons or firms 
included in the Black List were able to cancel the agency 
appointments without difficulty and it says much for the good 
relations which had existed in former times that these persons 
or firms accepted the cancelment with good grace as being 
produced by necessity, but in a number of instances it meant 
a considerable sacrifice of premium income. 

The question whether the proclamation and the Acts of 
Parliament which resulted from the European war varied 
or superseded the common law as it existed previous to the 
outbreak is of considerable interest. Lord Justice Scrutton 
in his dissenting judgment in the case of Tingley v. Muller 
(1917) 3 Ch. 144 ; 116 L.T.R. 483, gave a lucid explanation of 
the situation in the following terms : 

‘ The question is whether the statutes and proclamations have 
superseded the common law. They are numerous and complicated and 
bear marks of considerable haste in drafting. The most material 
proclamation is that of the 9th September 1914, superseding an 
earlier one of the 12th August 1914. It is apparently issued under the 
prerogative as a warning of things forbidden and a statement of things 
allowed. The latter may restrict the common law ; the former, if not 
exhaustive, in my view does not so restrict the common law. I agree 
with Sargant, J. in Robson’s case (113 L.T.R. 523 ; (1915) 2 Ch. 124) 
that mere silence or omission in the proclaimed list of things prohibited 
is not enough to relieve from any prohibition at common law. Then 
follow two Acts of Parliament making a statutory offence with a 
statutory penalty, the Trading with the Enemy Act, 1914 (4 & 5 
Geo. V, c. 87) coming into effect on the 18th September 1914, and the 
Trading with the Enemy Act, 1914 (5 Geo. V, c. 12) coming into effect 
on the 27th November 1914. Both Acts are to be construed together. 
The Acts appear to me to leave the common law unaffected, while they 
provide statutory remedies for the statutory offences created.’ 

One curious effect of the war, and one that was unlooked for 
and unprovided for, was the withdrawal of the ordinary channels 
for re-insurance. It ijiay not be generally known that re-insur- 
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ance as opposed to insiirance was an art that had grown up 
principally, and to a considerable extent, in Germany. 

Re-insurance in the sense in which it is technically used 
does not relieve the insurer of all liability but only of a portion 
of the liability, and its purpose is to enable the insurer to write 
policies for larger amounts than his financial resources or 
experience would render prudent for his own account alone. 
These policies for large amounts are not issued from motives 
of greed on the part of the insm’er. They are issued principally 
to meet the requirements of many of his insured. It may be 
indifferent to a merchant abroad (who has only to consider the 
amount of his insurance) with how many Companies he has 
policies running, but to a manufacturer where alterations in 
system or method of working which are made from time to 
time have to be promptly advised to all his insurers he naturally 
prefers to deal with one Company only. Even in countries 
where it is the practice for the leading insurer to act as the 
intermediary it frequently happens that the insured has a 
decided preference for a single policy. 

This is the reason why re-insurance exists and, as has been 
mentioned already, this re-insurance was effected to a consider- 
able extent (it has been estimated that the proportion was as 
much as 65 per cent, of the whole) with German and Austrian 
Companies. 

It cannot be said that war between Germany and Great 
Britain was unforeseen by underwriters any more than by 
thinking people at large, but both sides had believed that 
contracts entered into deliberately and in good faith would be 
respected, and although it was recognized that the fulfilment 
of them during the time of war would be impossible it was 
regarded as certain that once the war was over and peace was 
declared, and ordinary commercial intercourse resumed, re- 
insurance contracts would be operated again and the accounts 
of all transactions during the war would be rendered and 
settled. 

When, however, the Peace Treaty of St. Germain was 
published it was found that this re-insurance system, in so far 
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as it took the form of contracts signed by both parties, was 
terminated as from the date of the outbreak of war. 

As a consequence the re-insurance system broke down, and 
underwriters found themselves in the position of having paid 
away a portion of their gross premiums to effect a re-insurance 
of part of the liability, although by reason of the contracts 
being cancelled they were unable to recover from their German 
re-insurers the re-insured proportion of the claims and they 
were saddled with the payment of the gross loss. The position 
was somewhat alleviated towards the end of 1921 by the fact 
that refunds of the unearned re-insurance premiums were 
recovered from their German re-insurers by British Companies 
through the intervention of the Government clearing offices. 

It may appear peculiar that the British underwriters, who 
are reputed to be men of foresight and judgement, should have 
placed as it were aU their eggs in one basket, but this much may 
be said for them, that just as insmance itself is an art so 
re-insurance is an art, and the art had been brought to a perfec- 
tion in Germany that it has attamed in no other part of the 
world. The aim of a re-insurer naturally is to meet calls upon 
him promptly and readily. He must transact his business at 
a profit and that may seem a remote possibility when the 
insurer has presumably re-insured entirely for his own advan- 
tage, but whatever the appearance the fact remains that not 
only did the re-insurer make a profit out of his transactions 
but he in turn became the insurer to a second re-insurer and 
so on to the degree, each insurer in turn taking his profit 
out of what was passed to him and every one making a success 
of his business. 

It would be tedious to inquire how this was done, but 
probably cheapness of labour and perfection of method wiR 
suggest themselves to most readers as being two of the out- 
standing features. 


1669-58 


H 




THE EFFECT 

ON 

BRITISH LIFE ASSURANCE 
OF THE 

EUROPEAN WAR (1914-1918) 

BY 


S. G. WARNER 




PEEFACE 


In writing the following pages I have tried chiefly to 
address those who, while interested in financial and economic 
questions generally, are not acquainted with the technical 
details of Life assurance as those professionally connected with 
it must be. The latter will therefore probably find in this essay 
some space devoted to explanatory matter which for them is 
familiar and unnecessary. This I must ask them to excuse. 

No one who has undertaken a work of this kind can help 
feeling at the end of it how approximate much of the informa- 
tion, how tentative all of the conclusions, must be. The 
effects of the war on every one of our national industries are 
still working themselves out. It will not be possible to judge 
them completely for many years. What has been done must 
therefore be appraised accordingly. 

The chief source of information in making this study has 
been the series of the annual returns by the Life Assurance 
Companies to the Board of Trade. It deals only with the 
Companies making such returns, established within the United 
Kingdom, and transacting Ordinary Life assurance business, 
Industrial Life assurance business, or both. 

I have pleasure in acknowledging my indebtedness also to 
the following : 

‘ The Effect of the War on Life Assurance by H. Brown, B.A., 
F.I.A., read before the Insurance Institute of London on 
20th December 1920. 

‘ The Effects of the War on Life Assurance Organization by 
W. H. Aldcroft, F.I.A., read before the Insurance Institute 
of Manchester on 7th February 1922. 

‘ The National Services rendered by Insurance Companies during 
the War by W. Crichton Slagg, Chairman of the Fire Offices’ 
Committee, read before the Insurance Institute of London on 
19th March 1923. 

I further very heartily acknowledge the courtesy shown me, 
in giving access to sources of research, by the Companies 
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Department of the Board of Trade, the Actuary of the National 
Debt Office, the Secretary of the Life Offices’ Association, and 
the Assistant Secretary of the Institute of Actuaries ; while 
to my friends in the Life assurance profession who have so 
generously helped me by information and suggestions I proffer 
sincere thanks. 

S. G. WARNER. 

May, 1923. 


Since the above was written a few additions have been 
made. These appear as foot-notes marked ‘ Note of 1925 


AfHl, 1925. 


S. G. W. 



I. INTRODUCTOEY 


Any attempt to give an account of the effect on British 
Life Assurance of the European War, 1914 to 1918, will gain 
in clearness if prefaced by a short sketch of the previous history 
of the business. 

That history, as possible material for statistical study, begins 
with the Life Assurance Companies Act 1870 (33 & 34 Viet., 
c. 61). Prior thereto its records, scattered and unstandardized, 
do not lend themselves to any kind of systematic exposition. 
It had for about a century earlier made gradual progress, but 
had attained no recognized status as a national institution ; 
and during the years immediately preceding 1870 had suffered 
* in reputation on account of serious failures, notably those of the 
‘ Albert ’ and ‘ European ’ Companies, which were in reality 
groups of smaller Companies amalgamated under obscure and 
unsatisfactory conditions. The situation evidently called for 
vigorous treatment and legislative regulation, and hence came 
into existence the Act above mentioned. It was really an 
‘ agreed measure’, prominent actuaries of the day being taken into 
consultation by the Government as to its principles and drafting. 

Its principles, as described by a phrase which has grown 
proverbial among actuaries, were ‘freedom and publicity’. 
In other words, while abstaining from minute regtdations as 
to the conduct of the business (such for instance as obtain 
in the United States), it fixed definite periods for valuations, 
and prescribed detailed forms in which their processes and 
results, and the classified records of business on the books from 
time to time, had to be recorded. It also dealt with the chief 
cause of the troubles which had called it into being, by providing 
for full publicity, consent of policy-holders and shareholders, 
and legal sanction by the Courts, in cases of transfer or amal- 
gamation of Life Assurance Companies. 

The statistics collected under these provisions take the shape 
of returns to the Board of Trade which are published aimually. 
Revenue accounts and balance sheets are of course also included. 

As these Board of Trade Returns constitute the official 
material for study of Life assurance progress, and as constant 
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reference to them wiU be necessary in the pages which follow, 
it will be useful here to explain the working of the system, so 
as to show with what degree of exactness it reveals the facts 
from time to time. 

It should here be mentioned that the Act of 1870, above 
referred to, was in 1909 replaced by the Assurance Companies 
Act (9 Edward VII, c. 49). That measure introduced a few 
differences of detail as regards the Life assurance business, 
which are unimportant for the present purpose ; but its chief 
object was to include within the scope of insurance legislation 
Fhe, Accident, Employers’ Liability, and Bond Investment 
insurance, with none of which the present study is concerned. 

Each Company is required to lodge the prescribed state- 
ments within an interval (originally of nine months, but since 
1st July 1910 of six months) from the close of its financial year. 
The Board of Trade publishes in a volume issued early in each 
year the whole of the statements received by it in the preceding 
year ; and as most of the Companies close their financial year 
on 31st December, it follows that each volume, speaking 
generally, records the figures of the calendar year two years 
earlier than that of publication. Thus, the volume published 
in 1920 would contain the statements lodged in 1919, and these 
would give the facts for 1918. If every Company’s financial 
year were coincident with the calendar year this would be 
exactly true. As a matter of fact there are a few exceptions ; 
but for comparative purposes this is not important, and in 
such statistical statements as wiU occur hereafter it wiU be 
assumed that the volume pubHshed in any calendar year shows 
the results for the last calendar year but one, and that is the date 
which will appear in those statements. This is reaUy the only 
practicable method, and for the purpose in view it is adequate. 

About ten years after the publication of the Board of Trade 
Returns began, there were added each year some very useful 
summaries of their results, showing the totals for aU Com- 
panies of the various items in the revenue accounts and balance 
sheets. Pressure of work and depletion of staff made it necessary 
to suspend these during the war years, but they have recently 
been revived in a modified form ; and it is much to be hoped 
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that opportunity may be found to return to their full original 
form later. There was also a summary of the number and 
amount of policies in force. These were taken from the valua- 
tion returns of the Companies. Here occurs a similar difficulty 
to that above described in connexion with the individual 
Companies’ dates of closing the financial year. The majority 
of British Companies make actuarial valuations once in five 
years ; some, once in three years ; some, annually. It is 
obvious, therefore, that the summaries derived therefrom in any 
year, which are made up from the latest valuation returns made 
by each Company, cannot be precisely acciuate. They must 
always be rather understated. Here again, however, for com- 
parative purposes they are sufficiently indicative of the position. 

Having cleared the ground by these explanations, which 
it is feared may have been a little tedious, but which, having 
thus been dealt with, need not for successive statements be 
repeated, it is possible to proceed with the following compara- 
tive table showing numbers and amounts of pohcies. For the 
figures at the first point after the commencement of the Act’s 
operation no summary is available, but the result has been got 
by addition of the amounts shown in the individual returns. 
After this it is sufficient to go on to the date when the sum- 
maries begin. 



Ordinary 

Assurances 

Industrial 
Assurances ^ 

Annuities 
(immediate and 
deferred) 

Year 

Number 

Sums assured 

Number 

Sums assured 

Number 

Amount 


of 

and 

of 

and 

of 

per 


policies 

bonuses 

policies 

bonuses 

contracts 

annum 



£ 


£ 


£ 

1873 

664,264 




11,818 

497,031 

1 

1 * 

963,522 

442,436,266 

9,412,991 

85,920,639 

21,009 

871,017 

[ 



13,324,778 

128,064,110 

26,506 

1,127,904 

i 

1,759,606 


17,857,134 

172,649,457 

37,024 

1,748,372 


2,234,565 

686,328,174 


234,217,606 

52,651 

2,321,071 

1908 


767,644,459 

28,541,525 


62,333 

2,768,022 

1913 

3,179,494 

854,982,788 

37,666,248 

428,690,925 

80,946 

3,181,933 


^ Policies, the premiiuDc on which are received at intervals of less than two 
months hy means of collectors. As the Table shows, they are of much smaller 
average amount than the ‘ Ordinary ’ policies. 
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reference to them will be necessary in the pages which follow, 
it win be useful here to explain the working of the system, so 
as to show with what degree of exactness it reveals the facts 
from time to time. 

It should here be mentioned that the Act of 1870, above 
referred to, was in 1909 replaced by the Assurance Companies 
Act (9 Edward VII, c. 49). That measure introduced a few 
differences of detail as regards the Life assurance business, 
which are unimportant for the present purpose ; but its chief 
object was to include within the scope of insurance legislation 
Fire, Accident, Employers’ Liability, and Bond Investment 
insurance, with none of which the present study is concerned. 

Each Company is required to lodge the prescribed state- 
ments within an interval (originally of nine months, but since 
1st July 1910 of six months) from the close of its financial year. 
The Board of Trade publishes in a volume issued early in each 
year the whole of the statements received by it in the preceding 
year ; and as most of the Companies close their financial year 
on 81st December, it follows that each volume, speaking 
generally, records the figures of the calendar year two years 
earlier than that of publication. Thus, the volume published 
in 1920 would contain the statements lodged in 1919, and these 
would give the facts for 1918. If every Company’s financial 
year were coincident with the calendar year this would be 
exactly true. As a matter of fact there are a few exceptions ; 
but for comparative purposes this is not important, and in 
such statistical statements as will occur hereafter it will be 
assumed that the volume pubhshed in any calendar year shows 
the results for the last calendar year but one, and that is the date 
which win appear in those statements. This is really the only 
practicable method, and for the purpose in view it is adequate. 

About ten years after the publication of the Board of Trade 
Returns began, there were added each year some very useful 
summaries of their results, showing the totals for all Com- 
panies of the various items in the revenue accounts and balance 
sheets. Pressure of work and depletion of staff made it necessary 
to suspend these dxrring the war years, but they have recently 
been revived in a modified form ; and it is much to be hoped 
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that opportunity may be found to return to their full original 
form later. There was also a summary of the number and 
amount of policies in force. These were taken from the valua- 
tion returns of the Companies. Here occurs a similar difficulty 
to that above described in connexion with the individual 
Companies’ dates of closing the financial year. The majority 
of British Companies make actuarial valuations once in five 
years ; some, once in three years ; some, annually. It is 
obvious, therefore, that the summaries derived therefrom in any 
year, which are made up from the latest valuation retmns made 
by each Company, cannot be precisely accurate. They must 
always be rather understated. Here again, however, for com- 
parative purposes they are sufficiently indicative of the position. 

Having cleared the ground by these explanations, which 
it is feared may have been a little tedious, but which, having 
thus been dealt with, need not for successive statements be 
repeated, it is possible to proceed with the following compara- 
tive table showing numbers and amounts of policies. For the 
figures at the first point after the commencement of the Act’s 
operation no summary is available, but the result has been got 
by addition of the amoxmts shown in the individual returns. 
Alter this it is sufficient to go on to the date when the sum- 
maries begin. 



Ordinary 

Assurances 

Industrial 
Assurances ^ 

Annuities 
(immediate and 
deferred) 


Number 

Sums assured 

Number 

Sums assured 

Number 

Amount 

Year 

of 

and 

of 

and 

of 

per 


policies 

bonuses 

pohcies 

bonuses 

contracts 

annum 



£ 


£ 


£ 

1873 

664,254 

297,425,350 

1,090,978 

8,092,034 

11,818 

497,031 

1888 

963,522 

442,436,266 

9,412,991 

85,920,639 

21,009 

871,017 

1893 

1,291,148 

500,006,061 

13,324,778 

128,064,110 

26,506 

1,127,904 

1898 

1,759,606 

600,590,713 

17,857,134 

172,649,457 

37,024 

1,748,372 

1903 

2,234,565 I 

686,328,174 

23,870,937 

234,217,606 

52,651 

2,321,071 

1908 

2,746,202 

767,644,459 

28,541,525 i 

285,807,599 

62,333 

2,758,022 

1913 

3,179,494 

854,982,788 

37,556,248 

428,690,925 

80,946 

3,181,933 


^ Policies, the premium# on wMcli are received at intervals of less than two 
months by means of collectors. As the Table shows, they are of much smaller 
average amount than the ‘ Ordinary ’ policies. 
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The final year in the table is the last complete one before 
the war. (It is explained in the summary for 1913, as regards 
the sums assured by Industrial policies, that the higher rate 
of increase is caused by the maximum sums assured, in any 
event, under the contracts, being included for the first time.) 

This table is instructive as showing the continuous steady 
advance of Life assurance throughout the community in the 
period following its coming under the influence of special 
legislation. Taking its place as a feature of national life 
throughout a time of steady and increasing national prosperity, 
it made good as a powerful and growing influence in the financial 
development of the country. Meanwhile also it showed con- 
tinually a wider power of adaptation to the public needs. 
A striking instance of this is the growth of endowment assur- 
ance,^ which, beginning the period with sums assured of 
£6,522,546 or 2-2 per cent, of the existing total, ended it with 
sums assured of £320,616,905 or 37-5 per cent, thereof. Life 
assurance had in fact become during the forty-four -years since 
1870 a thoroughly organized and keenly progressive industry, 
constantly alive to oppoi'tunities of expansion in new directions, 
and ready at all points to meet the popular demand. 

It has been said that this progress must not too readily 
be ascribed in its entirety to the advent of special legislation, 
and that rhuch of it would probably have occmred in any case 
as the result of general conditions. There is doubtless truth 
in this, and the argument ‘ post hoc, propter hoc ’ cannot be 
applied to the Act of 1870 and the development of business 
without some qualification ; but it may certainly be maintained, 
especially in view of the circumstances in which the Act came 
into being, that the public confidence engendered by the know- 
ledge of its existence, and the effective check it gave to some 
flagrant abuses, were dominating factors in the subsequent 
history of British Life assurance. 

It was, then, upon this successful activity and resultant 
prosperity that there came in the summer of 1914 the sudden 
and unforeseen shock which was to subject the business to the 
severest strain it had known in the course of its existence. 

1 Ordinary section. 
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II. FIRST EFFECTS OF THE WAR 

Much might be said about the unprecedented experiences 
of the first few weeks after wax was declared, which need not 
here be set down, as they were common to all the business 
world. The sudden advent of a 10 per cent, bank rate, and the 
prolongation by two days of the bank holiday, the consequent 
bewilderment approaching nearly to panic ; these things were 
fortunately soon over. Their chief effect upon the Life assurance 
offices was a reluctance to part with money if they could possibly 
avoid it, even through the ordinary channels of surrender 
values or policy loans. Very quickly, however, what may be 
called the sensational disturbance passed away. With the 
reduction of the bank rate to what, though high, was no longer 
an emergency figure, and the resumption of regular habits, the 
financial world settled down again to an ordered procedure 
xmder conditions which, while severe, cotJd at least be 
methodical and practicable. The sudden depletion of staffs, 
also, was a general experience ; and, inconvenient as it of course 
was, had no special feature about it distinguishing one class of 
business from another. 

It is therefore to questions specially affecting Life assurance 
that attention must be directed, and these were serious and 
troublesome enough. Action was imperative and admitted of 
no delay. 

Upon two bodies much labour and responsibility fell at 
once and continued throughout the course of the war : the 
English Life Offices’ Association (meeting in London) and the 
Associated Scottish Life Offices (meeting in Edinburgh). 

Membership of these bodies is volimtary, so far as Life 
Assurance Companies are concerned, but it is general. Each 
Company belonging to either is entitled to send a representative 
(generally the chief Life assurance officer) to its periodical 
meetings, at which all topics of current interest to the business 
are considered and discussed. Decisions thereon, which are 
advisory but not compulsory, are communicated to each 
associated Company., It is difficult to over-estimate the value 
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of these arrangements during the war period. Had nothing of 
the kind existed something equivalent would certainly have 
had to be improvised. 

The most pressing question for early settlement was that 
of the extra premiums to be charged for war risk. Here, for 
most of the Ordinary (as distinguished from Industrial) Com- 
panies, the problem was settled in advance so far as a large 
number (probably the majority) of their policy-holders were 
concerned. The reason is an interesting one, as showing how 
little such a catastrophe as the late war had been considered 
among practical possibilities. 

In the early days of Life assurance every policy was subject 
as a matter of course to conditions, providing that risks of war 
or foreign residence, should they emerge, were to be subject 
to an extra premium to be determined by the Company. About 
forty years ago, however, in times of rapidly expanding business, 
increased public demand, and keen competition, it was felt 
that such limitations, to meet contingencies which in most cases 
were little likely to arise, had upon the ordinary assurer a 
hampering and irritating effect, out of proportion to what was 
likely to be their practical value. Gradually what was known 
as the ‘ free and imconditional ’ pohcy came into being. To 
the proposal forms were added inquiries whether the intending 
assurer was in the Army or Navy, or had any intention of joining 
either, or of going or residing beyond the usual sphere of tem- 
perate climatic conditions. If these questions were answered in 
the negative an unconditional pohcy was given. 

There was yet a further and bolder development along 
similar hnes. It occurred to some Companies which had con- 
sidered the subject of Army and Navy risks that it might 
be feasible to commute these for a fixed uniform aimual pay- 
ment of moderate amormt to endure throughout the currency 
of a policy. Such schemes came into being and had substantial 
success. The pioneers on that path soon had followers, and 
had the outbreak of war been delayed a few years longer it 
seems not improbable that the imconditional mihtary or naval 
policy at a fixed addition to the annual premium of about 
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12s. 6d!. to 15s. Qd. per £100 assured would have been as familiar 
in practice as the unconditional civilian policy at the ordinary rate. 

Confronted with this state of things, the Companies had to 
make up their minds as to a course of action. There were two 
classes of contract left upon which a decision had to be made ; 
the old ‘ civilian’ policies which were subject to restrictive con- 
ditions, and the policies on the lives of men in the Army or Navy 
who paid the ordinary rate of premium, subject to such extra 
premium as the Company might impose in the event of active 
service. The question concerning the first of these classes was 
less serious from the fact that a large number of its members 
were in 1914 beyond the age for military service ; and the 
course of action decided upon was that of facing the situation 
boldly and dispensing with extra premiums on all civilian 
lives, including of course Territorials and all volunteers. In 
sum, it may be said that no one, not already in the Army or 
Navy, who joined the colours, was charged any extra premium. 
The case of soldiers and sailors liable for active service was 
justly felt to be in a different category, and one for which extra 
premiums might be fairly charged. 

The Industrial Companies were in a different position with 
regard to their existing policies, for the principle of issuing 
unconditional contracts to civilians had not been applied to 
them ; and they were entitled to charge extra premiums to 
their assured generally. The question was a serious one, for 
in the fervour of recruiting enthusiasm which prevailed through- 
out the country it was certain that hundreds of thousands of 
their policy-holders would soon be in the war area, and in it 
as private soldiers on whom would fall most severely the brunt 
of battle. They did not hesitate, however, and a memorandum 
from the Admiralty and War Office issued in November 1914 
contained the following announcement ; 

‘ The association of Industrial Assurance Companies and Collecting 
Friendly Societies have decided that for the present no extra premium 
shall be charged upon policies issued up to and including 4th August 
1914 on the lives of any persons engaged in any capacity with His 
Majesty’s Forces during the present War.’ 
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It is a matter for congratulation, and a tribute to the 
patriotic spirit of the Companies, that such facts as these 
have to be recorded ; and this applies especially to Industrial 
Assurance, where possible commitments were so heavy and 
powers to have acted otherwise so extensive. 

The rates of extra premium orginally fixed by the Ordinary 
Companies for assured lives actually in the Army or Navy at 
the outbreak of war were £5 5s. Od. per £100 assured for any 
period not exceeding one year for combatants, and £3 3s. Od. 
on like terms for non-combatants. The Navy for this purpose 
were taken as all being combatants. For entrants into assur- 
ance after the outbreak of war £7 7s. Od. and £5 5s. Od. instead 
of £5 5s. Od. and £3 Ss. Od. respectively. For members of the 
Royal Army Medical Corps and for army chaplains extra 
premium less by £2 2s. Od. per £100 assured. All home service 
was free of extra. Naval volunteers were free, but £7 7s. Od. 
per £100 assured was the extra for new entrants (i. e. assurers 
after outbreak of war) if afloat. 

There are further provisions of a minor character, but the 
list need not be extended, nor need it as a whole occupy much 
attention, considering to how comparatively small a number of 
the assured hves engaged in war the figures applied. Rates 
of this kind make no pretension to be anything but empirical, 
and are sharply bounded on the upward side by what it is 
possible to ask. As hostilities developed it became tragically 
clear that such charges, or any others which could reasonably 
be made, were wholly inadequate to the risk run. This was 
acknowledged so early as December 1914, when the rates fixed 
for officers proposing fresh assurances were rescinded, and the 
matter left to the individual Companies, ‘ on the ground of the 
inadequacy of the extra premiums in face of the experience of 
the Offices since the war began ’. Similarly, in July 1915, when 
the war was nearing the end of its first year and the question arose 
as to the rate at which the extra premium should be fixed on 
renewal, the Associations advised the Companies to renew 
on the same terms as origmally fixed, as it seemed to be officially 
considered (i. e. by the Military Authorities) that the charge of 
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an extra involved an undertaking to renew it on the same terms ; 
and as in any case ‘ it is the general impression that no extra 
which could be charged in practice would cover the war risk 

The entire amount received by the Companies for war 
extras was insignificant as compared with the losses incmred ; 
and if wars are to continue, increasing their lethal powers at 
the rate threatened by our scientists, it is impossible to envy 
the task of those who wiU have to fix such charges in the future. 

There is one important event of the opening days of the 
war which is of a different kind, and can best be dealt with 
in a separate chapter. 

III. THE COURTS (EMERGENCY POWERS) ACT, 1914 

(4 & 5 George 5, C. 78.) 

This measure was introduced to Parliament on 26th August 
1914, and read a second and third time and passed on the 
31st of that month. The Act is a very short one, consisting of 
two clauses only. The portion affecting Life assurance is sub- 
section (1) {b) of Clause 1, and is as follows : 

‘ From and after the passing of this Act no person shall levy any 
distress, take, resume, or enter into possession of any property, exercise 
any right of re-entry, foreclose, realize any secmity (except by way of 
sale by a mortgagee in possession), forfeit any deposit, or enforce the 
lapse of any policy of insurance to which this subsection applies, for 
the purpose of enforcing the payment or recovery of any sum of money 
to which this sub-section applies, or, in default of the payment or 
recovery of any such sum of money, except after such application to 
such court and such notice as may be provided for by rules or directions 
under this Act.’ 

In the Bill as originally drafted and as presented for second 
reading on 31st August 1914, the words italicized in the above 
extract had no place, and Life assurance pohcies did not come 
within its scope. In the discussion of that day the question 
was raised. Mr. Morell is reported in Hansard as having said, 
‘Large insurance companies are threatening and are in fact 
taking steps to declare these policies to be void, just as if there 
were no war going on’. The Attorney- General (Sir John 
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Simon) deprecated the insertion of any provision as to policies 
and said, ‘ You have to be careful in making provision that 
policies are not to lapse for non-payment of premium, in the 
interests of those who find it difficult to pay, lest quite uninten- 
tionally you may strike at the whole actuarial basis on which 
policies are issued which are held by people who do pay The 
feeling of the House, however, was in favour of legislating 
on the matter, and later in the evening Sir John Simon suggested 
the insertion of the words above italicized and also the following 
definition : ‘ This sub-section applies to life or endowment 
policies for an amount not exceeding twenty-five pounds, or 
payments equivalent thereto, the premiums in respect of which 
are payable at not longer than monthly intervals, and have 
been paid for at least the two years preceding the fourth day 
of August nineteen hundred and foxuteen.’ This limited the 
scope of the proposed legislation to Industrial assurance. 

These suggestions were accepted by the House, and the 
Bill was read a second and third time and passed at that day’s 
sitting. Thus in a few hours, and without anything worth the 
name of adequate discussion, a step was taken which, whether 
right or wrong, was fraught with important consequences and 
was a new departure in British Life assurance legislation. 

It would be foolish, as well as ungenerous, to apply to our 
legislation of August 1914 the same critical standards as would 
be appropriate in time of peace. The conflict abroad had 
already, by the time the above discussion took place, developed 
such proportions as made its unprecedented seriousness 
apparent. Probably what was done in the House of Commons 
was largely due to two prevalent and not unnatural impressions : 
that the war would be of comparatively short duration, and 
that during its continuance there would be severe industrial 
distress at home. (Of the first of these there is indeed evidence 
in the debate itself. Mr. Lyell said, ‘ No one can measure the 
dmation of the war, but if it lasts for eighteen months or two 
years surely it will be time enough then to lapse a pohcy.’) 
Both impressions were falsified by events. The war lasted for 
four years and a quarter ; and the need for material, which as 
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time went on affected nearly every branch of production, 
brought to industry generally great prosperity. 

Now it was a wise and a just thing, as all will agree, to 
prevent the possibility that a man fighting for his country 
should, for lack of means, lose the benefit of the thrift which 
had led him to assure his life and make payments of premium 
on his policy. It was, however, neither wise nor just to make 
the entire burden of the cost of preventing this possibility fall 
upon the private enterprise which had afforded the protection 
that had to be preserved. The real injustice done, which was 
a vital one, was also unfortunately one which it seemed surpris- 
ingly difficult to explain even to able and intelligent people who 
were unacquainted with the principles of Life assurance. It will 
therefore be well to go into the matter a little more closely. 

The trouble was not concerned with policies which became 
claims by death. In such cases the Companies could be 
recouped by the deduction of arrears from the sum assured. 
It arose from cases in which the persons assured, surviving 
the period of protection and receiving its benefit, should then 
discontinue the policies and pay no more. In such cases the 
cost of covering the risk for the war years would of course be 
irrecoverable and would be lost to the Companies, and this 
would be an actual money loss. It was the last point which so 
many were unable to see, but it follows from the very nature of 
Life assmance. Every life at risk, for every day of that risk, 
is costing the assuring Company money ; and it is from the 
premiums which the survivors pay that the claims for those who 
die are met. Otherwise the whole system would be impossible. 
What the protection scheme meant in practice was that the 
Companies, having assumed these risks, and receiving nothing 
for them, had to provide the necessary cost themselves with no 
secirrity that it would ever be recovered. The point will be 
clear if we suppose the same thing happening in time of peace. 
A policy-holder says to his Company that for a few years he 
will discontinue payment of premirnn, and* meanwhile claims 
protection. At the end of that period he lets the policy drop. 
What would be the Cc^pany’s position ? 

1569.58 T 
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Further, as the scheme worked out in practice, protection 
of the fighting man became only one, and perhaps not the most 
important, of its effects. Holders of policies who never needed 
to leave the country, feeling themselves secure under the new 
legislation, would take advantage of it even though their 
ability to pay were quite as great as, and possibly greater than, 
it was before the war began. For this they could not be 
blamed. It was simply availing themselves of an opportunity 
legally given them. (The application to a Court, allowed to 
Companies by the Act, was no real protection. No Company 
could in practice avail itself of such a method of procedure.) 
A policy-holder, knowing his policy could not lapse and being 
able to afford the premium, might use it for the purpose of 
effecting a further pohcy. That this happened is matter of 
history, for the Chairman of the largest Industrial Assurance 
Company at its Annual Meeting on £nd March 1916 said, 

‘ We actually find that the Act discourages savings, for many 
persons are suspending payment of premiums under its shelter 
who are better able to maintain them than in ordinary times. 
Some of those who have suspended pajunent on their existing 
policies have even gone so far as to take out new assurances, 
thus securing the benefit of two policies at the expense of one.’ 

As Life assurance is really an association of individuals for 
the common good, such a state of things as we have described 
has the effect of penalizing the general body for the benefit 
of a section of its number. While, therefore, as has been said, 
it would be ungracious to condemn severely the passing of 
such an enactment at a time of intense excitement and profound 
national anxiety, the continuance of its enforcement is not 
so defensible. All the defects mentioned above soon became 
abundantly apparent. The patriotic action of the Industrial 
assurance organizations (which alone were affected by this 
law) in abandoning all idea of enforcing their policy war condi- 
tions, and the effective help which they rendered to the nation 
in other ways during the war, might have been recognized by 
some well-considered attempt to deal with this real grievance. 
It is significant that when, early in 1916, there was some 
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indication of a purpose to create a moratoriuna for premiums 
on life policies in the Ordinary Companies, which would have 
had much the same effect on them as the Courts (Emergency 
Powers) Act had upon the Industrial Companies, the Ordinary 
Companies took vigorous action, pointing out that the Act of 
1914 ‘ imposed a very heavy liability on the Industrial Offices 
that should without question have fallen upon the whole 
community and that ‘ the payment of premium in aU cases 
at risk is the fundamental basis of insurance’. The remon- 
strance seems to have been effectual, as the idea was abandoned. 

It was provided in the Act that in the absence of any Order 
in Council determining or limiting its operations it should have 
effect during the continuance of the war and for a period of 
six months thereafter. The official date of termination of the 
war having been fixed as 31st August 1921, the Act came imder 
the operation of the Expiring Laws Act, 1922 ; but on a 
motion in the House of Lords the portion affecting Life assur- 
ance policies was maintained in existence for another year, as 
certain fresh legislation respecting Industrial assurance was in 
prospect, under which the position created by the Act would 
be considered and dealt with. That legislation is now (April 
1923) before Parliament. The proposed provisions in this 
connexion are as follows : ^ 

‘ (1) The Courts (Emergency Powers) Act, 1914, shall cease to be in 
force so far as it relates to the enforcement of lapses of policies of 
insurance. 

‘ (2) The owner of any policy to which the said Act applies shall be 
entitled at his option either 

‘ (a) On payment at any time before the expiration of six months 
after the pubhcation of such notice as is hereinafter mentioned 
of all arrears in premiums then due, to secure the maintenance 
of the policy ; 
or 

‘ (6) On making application in writing for the purpose at any 
time before the expiration of six months after the publication 
of such notice as aforesaid, to have a new policy issued to 
him of such reduced amount, or in the case of an endowment 

^ These provisions have now passed into law, as Section 28 of the Industrial 
Assurance Act, 1923 (Note o? 1925). 


12 
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assurance policy modified in such manner, as having regard 
to the amount of the arrears may be determined under regula- 
tions made by the Commissioner to be proper to give effect 
to the loss caused by the non-payment of the arrears. 

‘ (3) Every collecting society and industrial assurance company shall 
within three months after the passing of this Act pubhsh in such 
manner as the Commissioner may approve, notice of the rights 
under this section of the owners of policies to which the said Act 
applies. 

‘ (4) Where the person whose life is assured under any such policy has 
died before the passing of this Act or within nine months thereafter 
and the option hereinbefore conferred has not been exercised 
before his death, the society or company on application being 
made for the purpose within two years after the passing of this 
Act shall be liable to pay to the person entitled to receive the sum 
assured under the policy the amount thereof after deducting the 
arrears of premiums due at the date of death.’ 

The ‘ Commissioner ’ is to be the Chief Registrar of Friendly- 
Societies. 

It will be noticed that ‘ arrears of premiums ’ are provided 
for throughout without any mention of interest thereon. The 
amount involved is probably not of great importance, but is 
another instance of the curious indifference to the essential prin- 
ciples of Life assurance evident thi'oughout this legislation. 

IV. HELP FOR THE NATION IN MEN AND MONEY 

In dealing with the eager enthusiasm among men of military 
age to come to the help of the country in its need, this must 
be acknowledged as another of the subjects which is in no 
way peculiar to any one industry. None the less, it is a matter 
for justifiable pride to be able at least to show that the business 
now under review held its own and did its part with the best ; 
that it was neither defaulter nor laggard in the hour of crisis. 

It is not possible to give figures in this connexion for Life 
assurance alone, because so many of the large contributors to the 
total are ‘mixed Companies’, that is to say Companies which 
transact Fire, Accident, and other trading branches of insurance 
business as well as Life assurance. There are only available 
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general totals applying to all the insurance Companies. Some 
do no Life business at ail ; while those who do it ia addition 
to other classes of insurance have officials, such as accountants 
and others, whose work is concerned with all departments of 
the institution. Figures for the whole business appear in a 
very interesting paper by Mr. Crichton Slagg, read before the 
Insurance Institute of London on 19th March 1923. He there 
states that out of 21,822 men of military age 19,356 served, of 
whom 2,526 fell and 1,172 gained distinctions. It will be fair 
to assume that the various branches of the business contributed 
to the total in like proportions, which would mean that 88 per 
cent, of the Life assurance employees responded to the national 
call. Taking into account the importance of the business of 
Life assurance to the country, and its rather complex nature, 
the record must be considered a most honourable one. If 
operations were to be carried on at aU by the Companies, it 
was necessary for a certain irreducible minimum of expert 
assistants to remain at their posts, and allowance has also to 
be made for the proportion of volunteers found physically 
ineligible. The call to the coloms was obeyed with ready zeal ; 
and those who had to stay at home took up, voluntarily, very 
valuable service in receiving convoys of wounded, in anti- 
aircraft service, special constabulary, and other indispensable 
help, often after severely prolonged hours of official work. 

The Companies, on their part, treated their absent staffs 
with full consideration. Speaking generally, it may with 
confidence be said that each man throughout his absence con- 
tinued to receive such payment as made him at least no loser 
thereby, and that for all who went positions were guaranteed 
on their return. Thus while enduring the strain and risk 
involved in active service they were at least set free from 
pecuniary anxiety. 

As the war continued, year after year, outlasting all fore- 
casts, demands for men grew more insistent and compliance 
more difficult, and the introduction of conscription intensified 
the difficulty. By that time so large had been the enlistment 
on voluntary lines that there were comparatively few cases 
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left. These, however, were the most troublesome to deal with, 
especially in view of the extension of the age limit ; as the 
question was generally one of experienced and responsible 
officials with whose services it was not easy for the Companies 
to dispense. In these circumstances a very important help, 
both to the Government and the Companies, was the co-opera- 
tion of the Military Tribunals with representatives of the 
business. The London Tribunal was in touch with a most 
useful and thoroughly representative body, appointed for the 
purpose, known as the ‘ Insurance Advisory Committee ’, and 
arrangements for conference on similar lines existed in appro- 
priate centres throughout England and Scotland. The mutual 
understan ding thus fostered removed all difficulties. The 
Companies did not desire to keep back one man who could 
possibly be spared, and the Military Authorities recognized the 
position as concerned any one who was really indispensable. 
The same arrangements existed during the difficult period of 
demobilization, and most satisfactorily contributed towards 
smooth and friendly working. 

In deahng with the subject of the money help given to the 
nation by the Companies during the war, it is necessary to 
begin with an explanation. It is not possible to earmark the 
exact part of that help which came from Life assurance funds. 
The reason is that the ‘ mixed Companies ’, which transact 
business in the trading branches of insurance as well as in the 
life department, do not all in their Board of Trade Returns 
submit a balance sheet which shows assets specifically allotted 
to each department. The Assurance Companies Act, while 
providing that the funds for each class of business shall be 
applied to the use of that class only (and requiring an annual 
certificate to that effect) does not stipulate for such distinction 
in the balance sheet. Some Companies make it, but others do 
not. When, therefore, reference is made here, or in subsequent 
chapters, to the assets of the Companies, these axe the total 
assets of those which transact life assurance busiuess only 
plus those which transact in addition Fire, Accident, Employers’ 
Liability, Marine, or other tradiug insurance. The point should 
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be borne in mind, but for such purposes as the figures here 
answer it is of minor importance, as the life funds throughout 
constitute the dominating factor. On a rough estimate, made 
as exactly as available figures permit, of the results of the year 
1920, it appears that the assets of the mixed Companies 
specifically applicable to their trading departments are some- 
thing under 20 per cent, of the entire assets of the Companies 
transacting Life assurance, arrived at as above explained. 

The financial assistance rendered during the war may be 
classified thus : 

(1) Support of foreign exchanges. 

(2) Subscription to War Loan issues: 

(8) Assistance in the War Savings Certificates movement. 

(4) Donations to Red Cross and similar funds. 

(1) In the midst of the dark outlook for British investors 
which falling values on every hands were causing, from the 
declaration of war onwards, there began after a few months to 
be signs of encouragement in one important quarter, springing 
though they did out of the growing national needs. When the 
war turned all British industry for the time being out of its 
natural channels, and so reduced the nation’s capacity for export, 
and simultaneously made the country an importer of war 
material on a huge scale from the United States, it was inevitable 
that the value of the British currency there should steadily fall. 
By July 1915 the normal exchange rate of 4-86 dollars to the 
pound sterling had fallen to 4*77. American dollar securities 
were of course largely held in this country, and among the 
substantial holders were the Insurance Companies. When 
everything else was showing a loss, here was an opportunity 
of securing a profit on book valups. Sales by the Companies 
began. National action began also by an instruction from the 
Treasury to the Bank of England to buy dollar securities in 
London and send them to New York for sale. So the matter 
rested for four or five months, when it became clear that these 
measures were not drastic enough, the exchange having at one 
time fallen so low as 4-51. In December 1915 the well-known 
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circular was issued to Insurance and Trust Companies, and a 
week or two later to the public generally, calling for deposits 
with the Treasury of American securities which the Treasury 
would sell ‘ at prices based on current New York Stock Exchange 
quotations, the sterling price to be calculated at the exchange 
of the day ’ ; or ‘ receive on deposit for two years ’ on the 
understanding that the ‘ interest received on such securities 
would be paid to the depositor together with an additional 
payment at the rate of J per cent, per annum on the nominal 
amount of the security’. In the early days of the scheme 
selling was the chief operation ; but later the deposit pohcy, 
for collateral security on loans which it was necessary to raise, 
was further pursued, and a much wider range of securities asked 
for, including South American, Egyptian, Danish, Dutch, 
Norwegian, Swedish, and Swiss descriptions, and Home Railway 
Debentures. The response throughout the country was satis- 
factory, and enabled the Treasury to maiutain the dollar 
exchange, rmtil the close of operations in 1919, at ‘ a practically 
uniform rate of $ 4 - 763 ^’. 

The exact amount of the help given by the Insurance Com- 
panies to this enterprise cannot be determined, but it may be 
set down approximately at about £55,000,000 (converting the 
various currencies into sterling at the normal rates of exchange). 

(2) The history of the raising of money for war expenditure 
during the years 1914 to 1919 is that of an unprecedented period 
in the record of national finance. Time after time, as the 
struggle prolonged itself beyond all expectation, came the 
insistent demands which were to raise the National Debt from 
something under seven hundred to nearly eight thousand 
millions sterling. The whole resources of advertisement were 
exploited to the utmost. Every source of wealth was scru- 
tinized, and naturally the Insm’ance Companies attracted their 
full share of attention. It may safely be said, for whatever 
gratification it may afford, that never had this branch of the 
country’s enterprise attracted such aixxious official notice. 
The representatives of the business were from time to time 
called into collective consultation with the Chancellor of the 
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Exchequer. They fully recognized their share of the national 
responsibility ; and although as years advanced the successive 
appeals presented greater difficulty, corresponding efforts were 
made and an adequate result was secured. One incident 
perhaps deserves mention. At an advanced period of the 
general effort, when difficulties were at their greatest, sugges- 
tions appeared in the public press (not in any way official) that 
the Companies might render service by advances to policy- 
holders on their policies in order to enable the recipients in their 
turn to subscribe to War Loan issues. It was a well-meant 
proposal, and one not unnatural from those unacquainted with 
the real position ; but it had to be pointed out on behalf of 
the Companies that this would not really help matters, as the 
direct Government appeals to them could only be met out of 
assets which included the money entrusted to them by their 
policy-holders ; that they could not lend this money twice over ; 
and that the only results would be (assuming as was the case 
that they were already doing their utmost in the larger direc- 
tion) that they would themselves have to borrow from their 
bankers shorild any such plan on a large scale be adopted. 

In this connexion may be mentioned an ingenious scheme 
which resulted in a considerable accession of business to many 
Companies which adopted it. Policies were issued, known as 
‘ War Bond Policies ’. These were endowment assurances, the 
term of which was concurrent with that of specific War Bond 
issues. The sum assured was payable not in money, but in 
War Bonds, which the Company undertook to buy and to hold 
earmarked for the purpose of meeting the claims as they fell 
due. The scheme was of course open to the criticism that it 
might convey to the policy-holder an impression that he was 
thus helping the country more than was really the case ; as 
the immediate help he gave was limited to the first premium 
paid, and beyond that the Companies would have to put up 
the remaining cash to buy the bonds, which they could have 
subscribed in any event. The idea, however, was a popular 
one, and attracted large numbers of the pubhc. So long as it 
did not deter them |rom the greater effort necessary to buy 
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Bonds themselves (and of that there can of course be no 
evidence) it took its part, and that a substantial one, with the 
other agencies which were at work to achieve the general result. 

The total amount subscribed by the Insurance Companies 
cannot be exactly given, but it may be approximately estimated 
from the following figures : 

On the Board of Trade Returns for the year 1913, the 
Companies appear as holding in British Government Securities 
£5,814,281, being 1-002 per cent, of their total assets. In 1920 
the corresponding figure is £234,407,337, being 31-9 per cent, of 
their total assets. 

These figures refer to all Companies, established in the 
United Kingdom, transacting Life assurance business. 

The Companies also from time to time subscribed sub- 
stantially to War Loan issues of the Allied nations. 

(3) The Government took occasion, in connexion with such 
of its efforts to raise money as were likely to appeal specially 
to the mass of the community, to avail itself, for canvassing 
purposes, of the collecting machinery which existed throughout 
the United Kingdom in connexion with Industrial assurance. 
This was especially valuable in the case of War Savings Cer- 
tificates. The features of that great and successful experiment, 
bringing within the reach of people of small means the power to 
help the nation financially, are well known ; as is also its great 
success. The Industrial Companies were approached in the 
matter, as their organization for coming into touch with the 
people on such a subject was eminently suitable for the purpose. 
They willingly responded, and there can be no doubt at all 
that the help so given was most valuable and effective. Their 
officers, well known to their assured and in constant communica- 
tion with them, could render more effective service than could 
be secured by mere public advertisement. This was of course 
not by any means the only personal mode adopted for achieving 
the desired end. An army of devoted voluntary workers was 
in the field, addressing audiences and forming associations. 
None the less, it is certain that the Companies’ collectors were 
of very great assistance in promoting ^the success both of 
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War Bonds and War Savings Certificates. Active encourage- 
ment was also given to the formation of War Savings Certificate 
schemes among the insurance ofB.ce staffs, financial help being 
given to make them attractive and easy in working ; while 
as regards War Bonds, the Companies on the suggestion of 
Sir R. Kindersley accompanied each cheque in payment of 
a claim under a life policy with a circular advising investment 
of the amount in that security. 

(4) Appeals on behalf of the Red Cross Fund, and kindred 
agencies for alleviating the suffermgs of those engaged in the 
war, were frequent, and became more urgent as hostilities 
increased in duration and severity. They were generously met 
by the insurance oflBces, both for British soldiers and those of 
the AUies, and substantial help was thus given. 

In these four directions especially, then, the Insurance 
Companies may fairly claim to have taken their share in the 
nation’s financial efforts. There is no need to exaggerate this, 
and it of course stands in an entirely different category from 
the supply of men for the battle-fields. As a matter of fact the 
pledging of securities and the subscriptions to War Loans were 
advantageous to the Companies. It was a case in which 
national duty coincided with individual interest. Sales of 
American securities produced a profit, or at least reduced a loss. 
Deposit of securities as collateral secmity brought § per cent, 
additional interest (in the case of Home Railway Stocks 
10 per cent, of the normal rate took the place of this). The 
War Loans offered good rates of interest, increasing as each 
fresh issue took place. On the whole this side of the financial 
war experience presents a certain offset to the general effect 
in the contrary direction. 
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V. NEW BUSINESS 

One of the earliest shown of the adverse effects of the war 
on British Life assurance was the falling off in the annual new 
business transacted. 

The table opposite is taken from the Board of Trade 
Returns of the Companies established within the United 
Kingdom (official summary). 

It is of course quite clear that with the opening of war new 
business must fall heavily. The young manhood of the nation 
was practically out of account, so far as new Life assurance 
was concerned. The question was not one concerning only 
those who had actually volunteered. It was not practicable 
to assure any life of military age, whether actually yet in the 
Army or not. It was of no avail that a man should seem pro- 
tected from active service on the ground of being employed in 
an ^ indispensable ’ home industry. All such barriers might 
be swept away by the increasing growth of the nation’s needs 
in the field. Month by month from the beginning of hostilities 
it became clearer that the dimensions of the conflict were Hkely 
to exceed m gravity anything within the country’s experience. 
Conscription was very soon in men’s minds, and looming ahead 
as more than a possibility. The Companies, having already 
freely undertaken such great risks for their existing policy- 
holders, could not — if their existence was to be preserved at all — 
open their doors on like terms to new-comers. It may indeed 
be said that what had been known as ‘ the assuring class ’ had 
for that purpose disappeared. No extra premium which a young 
man coxfld afford woidd be adequate for the risk run. 

But beyond aU this, men were in no mood to think of such 
things. The canvasser’s work, so vital an element in procura- 
tion of business, might in most cases as well have been given 
up for any result it brought. Looking at the figures as shown 
opposite, the wonder will not be that so much was taken, but 
that so much remained. 

It will be interesting to study the table given opposite in 
a little more detail. Looking at the Ordinary business within 
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the United Kingdom, we see from 1911 to 1913 the usual 
steady rate of progress. In 1914, though the year only includes 
five months of war, there comes a sharp drop, nearly to the 
level of 1912. (The reference is to sums assured.) The 1915 
record falls heavily, and a further drop in 1916 brings the 
figures to their lowest point. The year 1917 shows an increase, 
and a substantial one, but is still below 1912. Then in the 
armistice year comes a large increase, producing a record 
figure ; but this in its tmn is surprisingly surpassed by 1919, 
the first year of peace, which, nearly doubling its predecessor, 
gives the highest results, by far, ever achieved in the history of 
the business ; and 1920, the last of the record, surpasses 1919. 
Such resilience is rather remarkable, and very encouraging. 

• The ‘ business outside the United Kingdom ’ consists largely 
of policies effected in the British possessions (chiefly Canada, 
South Africa, and India) but embraces also operations in 
Europe, including what became enemy countries. It is 
altogether on a smaller scale than the home business, and 
less important to the general total. It shows, as might be 
expected, a much heavier proportionate drop during the war 
years, but shares fully in the recovery thereafter ; and, like 
the home business, exhibits record figtues for 1920 and 1921. 
This is probably attributable chiefly to the colonial section. 

The Industrial business declines steadily till 1917, reaching 
then its lowest point, and in its turn shows a recovery there- 
after, though not in such a proportion as the Ordinary restilts. 
The number of policies effected is stfll, at the end of the period, 
substantially below the record of pre-war years. 

Another aspect of the table is shown in the following state- 
ment, which gives for each year the average sum assured per 
policy, and the average rate of annual premimn per £100 
assured. This is not an exact statement, which is not possible, 
as some of the policies each year are issued at single premiums. 
This item, however, is not large and fairly constant, and the 
value of the statement for comparative purposes is not 
materially affected thereby. 
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Ordinary business 
within United Kingdom 

Ordinary business 
outside United Kingdom 

Industrial 
business (all 
within United 
Kingdom) 


Average 

Average 

Average 

Average 

Average 


sum 

premium 

sum 

premium 

sum 

jcear 

assured 

per £100 

assured 

per £100 

assured 


per policy 

assured 

per policy 

assured 

per policy 


£ 

£ 5, d. 

£ 

£ s d. 

£ 

1911 

203 

3 19 8 

414 

4 5 0 

9 67 

1912 

201 

4 1 5 

428 

4 7 7 

9*77 

1913 

194 

4 3 1 

423 

4 4 4 

11 44 

1914 

202 

4 5 5 

419 

4 0 2 

11-67 

1915 

181 

4 14 11 

439 

3 19 8 

12-26 

1916 

216 

4 14 6 

447 

4 2 7 

12-36 

1917 

202 

5 8 6 

489 

; 4 2 2 

12-91 

1918 

228 

6 1 5 

536 

5 13 4 

14-02 

1919 

231 

5 1 5 

573 

4 6 4 

16-26 

1920 

247 

i 

4 18 3 

631 

4 4 0 

16-79 


It is not very easy, or very safe, to make many definite 
conclusions from a statement of this kind ; but a few inferences 
may be mentioned as probable and interesting. 

In the Ordinary business, home section, the fall in the 
average amount of policy to a miaimum in 1915 is undoubtedly 
a war result. The rise in the cost of living was beginning to be 
felt, and it had not by that time been compensated, as it was 
to such a large extent later, by war bonuses and a general 
advance in wages and salaries. Further, the large War Loan 
issue of that year, and the commencement along with it of the 
campaign of appeal to the whole nation to put its savings into 
such chaimels, had a deterrent effect in other directions. It is 
significant also that along with this decrease in the average 
policy the average rate of premium should rise, revealing as 
that does the exodus of the young, and the consequent restric- 
tion of the possible assurance fiield to those of higher age. In 
the remaining war years the rise in average premium is very 
marked, while the average amount assured per head also shows 
recovery. There can be little doubt that this double movement 
is largely due to the ^ War Bond Policy ’ movement mentioned 
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in the last chapter. This made a wide appeal ; and the greater 
proportionate rise in average premium than in average sum 
assured may be accounted for by the fact that policies issued 
under such schemes naturally took the form of endowment 
assurances, many of which were for comparatively short terms, 
the rates of premium being of course correspondingly high. 
The two ‘ bumper ’ years which close the record show a com- 
munity freed from the acute strain of the past, resuming its 
ordinary activities, and sensible that with the fallen value of 
money the family provision made by a life policy shoxild be of 
larger amount. Men returning from the war, and hitherto 
unable to assme, were doing so ; and the increasing popularity 
of endowment assurance helped to keep the average premium 
rate at a high level. What may be called the ‘ held over ’ 
amoimt of Life assurance, effected after the war instead of 
during its course, will of course in time be exhausted, and some 
reaction from the exceptionally high results of 1919 and 1920 
is probable ; but the permanent average will in all likelihood 
remain higher than in pre-war days. 

The business outside the United Kingdom does not need 
much comment from the standpoint of these averages. The 
level of policy is higher throughout — but this will be no surprise 
to those who have experience of colonial business. The standard 
of family provision by Life assurance is higher there than here, 
as is probably that of life generally. The record as a whole 
shows less variation than the home one. The closing increase, 
after the war, and the advance in the average sum assured, 
are rather greater proportionally than those for the United 
Kingdom. On the whole the war does not seem to have 
affected appreciably the ratios for this section of business. 

The Industrial business shows a record of steady increase 
in the average policy along the whole line, which has been 
maintained through the war years, even when the total business 
done reached its lowest point. Higher wages have doubtless 
much to do with this, but it is in any case a gratifying record. 
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VI. ANNUITIES 

The subject of the life annuity business done by the Com- 
panies during the war period is one which presents features of 
considerable interest. 

Under the Act of 10 George IV, c. 24, the Government was 
empowered to grant life annuities for the purpose of reducing 
the National Debt. The price charged for these was, when 
received, to be applied to the purchase and cancelment of 
Government Stock. The rates were to vary according to the 
market price of Consolidated Annuities. By this means 
Government Stock was practically redeemed at the price of the 
day, in exchange for a payment which would terminate in a 
limited number of years ; that is to say, on the death of an 
annuitant. 

A Life Assurance Company, granting an annuity, stood in 
quite another position. Its entry into such a contract, the 
ultimate dmation of which could not be foreseen, had to be 
based on such a rate of interest as it might reasonably look 
forward to receiving, on an average, throughout the annuitant’s 
life ; and one, moreover, which would be at or near the level 
of the rate assmned in its periodical valuations. The object 
of the Government, and that of a hfe office, in taking up such 
business, were entirely different. 

It would of course be impossible to carry out the Govern- 
ment scheme exactly, in view of the constantly varying price 
of Consols, and the official tables have therefore taken the 
form of a schedule, giving the cost of annuities at successive 
ages in separate columns according to prices of that stock. 
The tables in use in 1914 gave five distinct sets of rates, for 
stock prices ranging from 83, with £4 intervals, to ‘ 95 or over ’. 
Consols throughout that year never reached 80 but the tables 
did not go lower than 83, as that meant a 3 per cent, interest 
basis for the calculations. These terms had continued since 1912. 

Upon such bases, the Companies had no difficulty in com- 
peting for the business and securing the larger share of it. In 
the year 1914 they received as purchase money for annuities 

1S69-68 TT 
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within the United Kingdom £1,958,860, the Government 
receiving £609,214, At the outbreak of the war. Consols stood 
at 70i“. The Stock Exchange was then closed till the end 
of the year. It opened at the beginrdng of 1915 with ‘ con- 
trolled prices Consols standing at This gradually fell 

till September 1915, when the average price was 66J, The 
Government then took action in the matter of annuity values, 
and a supplementary table was published giving rates payable 
‘ when the average price of per cent. Consolidated Stock is 
imder £66 10s. Od.’ This meant calculation on a Sf interest 
basis. For the first time the British offices felt the Government 
a formidable competitor. Comparatively few Companies could 
quote like rates. In November 1915 Stock Exchange prices 
were decontrolled, and Consols rapidly fell. The Government, 
however, did not again intervene until January 1918, when the 
Stock stood at 54f . A fresh table then appeared, offering rates 
down to a limit of Consol price £55 10s. Od. (a per cent, 
interest basis). In July 1920 Consols were at 47 ; and a further 
table, following the fall as far as £50, appeared. The latest 
table, which is now in use, appeared in February 1922. It does 
not differ substantially from that of 1920, but is slightly less 
liberal in its terms, probably because of some slightly increased 
loading for expenses. 

The following table shows the effects of these changes, as 
between life Assurance Companies and the Government. 
(The second column is confined to annuities issued within the 
United Kingdom. The amount received for annuities elsewhere 
is small, and obviously outside the purposes of the comparison.) 


Year 

(a) 

Amount received for life 
annuities by the 
Government 

(6) 

Amount received for life 
annuities by the British 
Life Assurance Companies 

Batio 
per cent, 
of {a) to (h) 


£ 

£ 


1914 

652,979 

1,958,860 

33-3 

1915 

481,965 

1,392,748 

34-6 

1916 

503,304 

919,271 

54-7 

1917 

369,145 

1,173,954 

! 3L4 

1918 

796,134 

1,517,041 

i 52*5 

1919 

847,083 

2,128,g56 

i 39-8 

1920 

773,165 

1,832,711 

1 42-2 
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This shows the substantial increase in the proportion of 
annuities purchased which have gone to the Government rather 
than the Companies since 1914. (It should be mentioned that 
the above table slightly overstates the amoimts received by the 
Government. The reason is that a small part of the annual 
pa 3 Tnent for Government annuities is not in cash but by trans- 
fers of Government Stock. A portion of this each year is Consols 
— and they have been taken for the purposes of the table at 
par value, there being no other method really practicable. The 
amounts are relatively so small that they make no appreciable 
difference for comparative purposes.) 

The cinious drop shown in the table for the year 1917, 
made up by a heavily increased ratio in 1918, is probably due 
in part to the fact above mentioned that the Government in 
spite of the heavy depreciation after decontrol did not follow with 
any corresponding movement tiU 1918 had begun. If we take 
the whole period 1915 to 1920, and compare it with 1914, we get 
a ratio of Government to Companies’ annuities of 42 0 per cent, 
against 33-3. 

Assuming (what in the light of recent uivestigations admits 
of considerable doubt) that annuities at the prices currently 
offered are a profitable branch of Life assurance finance, it 
thus appears that the Companies, owing to the war, suffered 
a certain amount of loss in this direction. This cannot, however, 
be fairly regarded as a hardship. It happened in the ordinary 
course of the monetary policy of the country, and is fiscally 
justifiable. The Government in fact acted wuth consideration 
for the Companies in the deliberation of its procedure, which 
might easily have been more drastic. 


K2 
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VII. POLICY LOANS 

One of the best securities which Life Assurance Companies 
can hold is that of loans to their policy-holders on security 
of their policies, within the surrender value. It is good in 
more than one way. The security is of course perfect, and 
cannot depreciate. Moreover, it is a transaction which can in 
most cases be carried out quickly, cheaply, and without 
pubhcity. These features, working for the poHcy-holders’ 
convenience, tend to attach him more closely to the Company. 
Further, such loans are practically certain never to be called 
up, and this is another distinct convenience. It is not surprising, 
therefore, that these transactions are popular, and constitute 
a prominent factor in the balance sheets of the Companies. 

In the earhest days of the war, when the financial situation 
was obscure, and elements of something like panic were pervad- 
ing the money market, there was a certain amount of timidity 
among the Companies about committing themselves to anything 
in the way of investment ; and even requests for pohcy loans, 
if the amount asked were considerable, were received with 
some embarrassment. This feehng, however, soon passed 
away ; but it was imperative to revise the rates of interest, 
especially upon new transactions. The whole subject was one 
of the first to come before the Life Offices’ Association, and the 
first impulse was to advise limitation of surrender values (and 
consequently loan values) rather severely, and to recommend 
drastic action as concerned rates of interest. It must be 
remembered that the Companies foresaw the approach of heavy 
national loans, and in such circumstances the wisdom of 
husbanding resources in all possible ways was apparent. It 
was found, however, that the circumstances of individual offices 
differed so widely that no general rules could be laid down, 
and matters were left to find their own level. The result was 
that lending went on much as usual, but as a rule at not less 
than bank rate, with a minimum of 5 per cent. 

It is at first sight rather curious to find that this branch 
of the Companies’ operations decreased^t rather than increased 
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as a result of the war. The total amount lent on policies 
within their surrender value by the Companies established 
within the United Kingdom appears in the Board of Trade 
Returns for 1913 as £29,077,825. The corresponding totals for 
1918 are £25,787,347, and for 1920 £26,443,219. It is easier 
to quote figures than to interpret them, and this result is hardly 
what would have been expected. Some considerations may be 
suggested in the way of explanation. The war period, to a large 
part of the community, was not one of material hardship, but 
rather the reverse. Great numbers of policy-holders were 
absent from the country and their domestic affair’s. The higher 
rates of interest charged would have a deterrent effect. The 
campaign in favour of economy, conducted unceasingly in the 
press, on the platform, and by thousands of devoted workers 
throughout the land, must have had some real effect. Not all 
the seed can have beeir sown among thorns, or in stony places 
where there was no depth of earth. At any rate the result is 
unquestionable ; and it is a gratifying reflection that the 
nation comes out of the ordeal with at least this particular 
burden lightened rather than made heavier. After all, the 
primary object of Life assurance is best attained when the sum 
assured emerges for payment freest from encmnbrance. 


VIII. EXPENSES OF MANAGEMENT 

The expenditure of a Life Assurance Comjiany is ascertained, 
from the statutory revenue accoimt rendered to the Board of 
Trade, by adding commissions to expenses of management, these 
items having to be sepai’ately given. When considering the 
effect of the war, it is only necessary to consider the second of 
them, because commission varies fro rata with the business 
done, which is dealt with in other chapters. Expenses of 
management include all establishment outgoings, such as 
salaries, pensions, rental and upkeep of premises, travelling 
expenses, advertising, printing, and stationery, &c. The 
figures given in the Board of Trade Returns for Ordinary and 
Industrial life business during the years 1913 to 1920 inclusive, 
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with the ratio of expenses to premium income, are shown in the 
following table. (Here the results for premium income within 
and without the United Kingdom are included in one total.) 



Ordinary business 

Industrial business 


(a) 

(i) 

Ratio 

(a) 

(&) 

Ratio 

Year 

Premium 

Expenses 

per cent. 

Premium 

Expenses 

per cent. 


income 

of manage- 

of (6) 

income 

of manage- 

of (6) 



ment 

to (a) 


ment 

to (a) 


£ 

£ 


£ 

£ 


1913 

31,490,627 

2,623,501 

83 

17,291,641 

3,448,816 

19 9 

1914 

32,283,820 

2,546,832 

7*9 1 

17,982,777 

3,401,016 

18 9 

1915 

32,401,486 

2,600,770 

7*7 

18,565,276 

3,297,726 

3,503,267 

17*8 

1916 

33,065,002 

2.589,566 

7*8 

19,572,728 

17*9 

1917 

33,290,768 

2,547,280 

7*6 

20,958,849 

3,786,801 

181 

1918 

37,040,476 

2,975,671 

8*0 

22,398,430 

4,236,578 

18*9 

1919 

41,246,118 

3,358,378 

8*1 

25,349,822 

6,256,699 

20*7 

1920 

45,549,464 

4,028,783 

8*8 

29,268,521 

6,843,193 

23*4 


At first sight, with an increase in the expense ratio of only 
per cent, in 1920 over 1913, the results for the Ordinary 
business may seem encouraging ; but it must be borne in 
mmd that the premixim income has meanwhile increased by 
44 per cent. The chief hope which a Life Assurance Company 
has of reducing its expenditure lies in this item ‘ Expenses of 
Management The other factor. Commission, must, broadly 
speaking, increase relatively to the business done. It is the 
kind of outlay that does not necessarily rise with the total 
results accomplished, which should, by virtue of that quality, 
reduce the ratio of outgo to income. The same premises will 
serve for the issue of pohcies for £1,000,000 as for policies 
amounting to £500,000. The same staff (within reasonable 
limits) can deal with a large business or a small one. The latter 
proposition must be qualified, however, by a distinction between 
‘ indoor ’ and ‘ outdoor ’ officials. Procuration of business must 
take place, not in the office, but in the field. Vital as the 
necessity for life assurance may be, men will not approach the 
Company’s doors and offer their proposals without being 
sought, interviewed, and persuaded. T|iat is a process which 
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requires the services of those specially qualified and trained for 
such work ; and they must be paid, to a certain extent, by 
results. This therefore is an item which cannot be said to be 
as static as an office rent or an establishment account. To 
a greater extent than might at first be supposed, expansion of 
business, under modern conditions, means expansion of 
expense. None the less, however, it is to the general and 
comparatively fixed items that we must look for possible 
economies which shall not adversely affect the business. 

There is, however, abundant ground of explanation why 
such a result has not been shown during the period under review. 
In the first place came the depletion of staff by enlistment, 
accompanied by the arrangements mentioned in an earlier 
chapter for the payment of those who were absent. Then 
arose of course the question of how their places were to be 
temporarily filled. This, as is well known, was solved by the 
introduction, on a large scale, of women for clerical duties. 
Staffs which had before the war included half a dozen female 
members, or none at all, found themselves with a hundred. That 
is a development about which a good deal might be said, but 
the subject is not peculiar to any one industry, and therefore 
does not call for detailed treatment here. It might just be 
stated that so far as the Life Assurance Companies are con- 
cerned there seems to be a general feeling that the work 
required was as a whole efficiently and conscientiously done ; 
details of a technical kind being often acquired with a speed 
and carried through with an accuracy which left nothing to be 
desired. The present concern, however, is with its cost, which 
was naturally considerable. Added to this, as hostilities were 
prolonged, came the very serious question of the cost of living. 
Here again ground is touched which was common to all business 
enterprise. War bonuses, on a scale which increased as time 
went on, were added to the general burden of expenditmre. 
In this matter it may be justly claimed for the Companies that 
they treated their staffs with all due consideration. Further, 
the cost of living reflected itself in every detail of the business. 
Travelling, printing, and every detail of the conduct of a large 



136 BRITISH LIFE ASSURANCE, 1914-1918 

organization, rose very heavily in price. Labour in all direc- 
tions reached a standard of expense which has even yet shown 
little tendency to fall, and is never likely to revert to its pre-war 
level. The trend of the figures shown in the above table is 
significant. During the years of maximum strain we see a slight 
reduction in the expense ratios ; but when the actual check of 
war is removed, and enterprise is getting free to flow in its 
former channels, the universal price-movement shows its full 
force, and the rates soar upwards. In the circumstances the 
increases of ^ per cent, for Ordinary and 3| per cent, for 
Industrial business in 1920 as compared with 1913 cannot be 
regarded as phenomenal ; but the loss they represent should be 
noted in aU its seriousness, and the more so in view of the fact 
that the rise in one contributing item, the cost of labour, is 
likely to remain to a considerable extent permanent. 

IX. WAR MORTALITY 

Difficulties at present exist in fixing with any approach 
to precision the amount of the loss caused to Life Assurance 
Companies established in the United Kingdom by the deaths 
in war of their assured lives. Future actuarial investigations 
may possibly be undertaken towards this end, though the task 
will be no light one. Meanwhile, however, an approximate 
estimate for practical purposes is possible. 

The -subject is dealt with in an able and interesting paper by 
Mr.I|fB rown, B.A., F.I.A., read before the Insurance Institute 
of 'Eondon on 20th December 1920. He there arrives, by a 
comparison of the recorded death claims during the fiive years 
1914 to 1918 inclusive, at the conclusion that these were about 
£4,000,000 a year ‘above the corresponding pre-war figme’. 
This i&ilor the Ordinary business only (as distinguished from 
the Industrial). 

In 1919 the Life Assurance Companies furnished at the 
request of the Peace Conference a statement of the total sum 
paid in war claims on policies effected in the United Kingdom, 
in respect of which no extra premium to cover the war risk had 
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been charged. This also excluded civilian deaths caused by 
enemy submarines at sea. The total was given (approximately) 
as £15,500,000. 

Up to 1919 the Industrial Companies published periodically 
in the Insurance Record a statement of their w'ar losses to date. 
The last total thus published amounted to £7,697,905. This, 
however, is included in the statement mentioned in the preceding 
paragraph. 

There remain the losses under policies upon which extra 
premiums for Avar risk Avere paid, and those from submarine 
casualties (Avhich cover losses arising from ‘ illegal ’ acts of 
the enemy — air raids, &c.). 

It is not possible to fix any sums approaching an exact 
estimate for these items. They would of course be small as 
compared with the general total ; but might bring the inclusive 
sum up from the £15,500,000 above quoted to something in the 
neighbourhood of £18,000,000. 

This, however, represents gross claims ; and an important 
reservation must be made in order to arrive at actual loss. 
From the nature of Life assurance business a reserve must he 
held against each policy. This reserve groAvs with the duration 
of the contract and constitutes the Life Assurance Fund. 
Every policy becoming a claim by death as a result of the war 
had thus a reserve standing against it in the books of the 
Companies ; that was cash actually held in hand, and hypo- 
thecated for its benefit. It must therefore be allowed for before 
the actual loss suffered (Avhat actuaries call ‘ the death strain ’) 
can be ascertained. Fortunately, this is given in the statement 
furnished by the Companies in 1919, It Avould obviously be 
comparatively small, because as a whole the contracts w^ere for 
young lives and of brief dm'ation. The net losses after allowing 
for this element reduced the £16,500,000 to £13,561,000. It 
was assumed above that the additional losses on policies paying 
extra premiums, and for illegal enemy action, might bring the 
gross £16,500,000 up to £18,000,000 — ^an increase of £S, 500, 000. 
Reducing this, for reserves held, in the same proportion as the 
larger sum is reduced above, we arrive at a total net loss from 
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•war mortality of £15,750,000. This, as already explained, must 
be regarded as an approximation only. It is probably under- 
stated. 

The whole weight of the burden, however, is not thus 
indicated. There is another consideration, and an important 
one, to be taken into account. The combatant soldiers, in so 
far as they were not in the regular army when the war began, 
were select lives. Every one was subjected to a mihtai’y 
medical examination. This in the case of Ordinary Life assur- 
ance was, generally speaking, a double selection, as the same 
test had been undergone when the policy was effected. 
Industrial assurers, however, had as a rule been received 
without examination, and there the effect was accordingly 
more significant. Probably as the war progressed and the call 
for men was heavier the medical tests tended to become less 
stringent, but they were always there. It is not possible to 
estimate the effect of this discriminating process, but neither 
is it possible to ignore it. A sifting did undoubtedly take place 
over the whole mass, and must have had some effect on that 
portion of it which represented assured lives. When a mixed 
body is thus gone through, and its best elements abstracted, 
the average standard in what is left must be lower than was that 
of the whole before the process began. 

Much has been said about the less direct and later effects of 
the war period on the general health of the army, as likely to 
affect adversely the future vitality of those who served. Many 
who did not fall suffered serious wounds, mutilation, or shock 
to the nervous system, which may tend to shorten life. Of 
course there is truth in this, and it should not be overlooked. 
It is, however, an intangible element, and such effect as it may 
have wiU be spread over an indefinite future. On the whole 
it may be doubted whether its influence on the mortahty of 
assured lives will be very considerable. 
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X. TAXATION 

The question of war taxation, for the Life Assurance Com- 
panies, practically resolves itself into one of Income-tax. 

Income-tax has been a perpetual source of controversy 
between the Companies and the Government, and one also of 
considerable litigation. It would not be relevant to the pre- 
sent purpose to deal with the history of these discussions 
and decisions, as the importance of the subject for this 
inquiry is of course the altered aspect of the entire question by 
its developments during the war. It is sufficient to state that 
at the opening of the period the practice laid down and followed 
was to charge the Companies, at the current rate of each year 
(which of course was the maxim u m standard rate) upon their 
interest or their profits, whichever should be the greater. 

As actuarial valuation was made annually by a few Com- 
panies only, and by the remainder at quinquennial or triennial 
periods (in most cases quinquennial) the practice in such cases 
being to spread, for taxing purposes, the surplus equally over the 
intervening years. 

The method thus described was by no means impervious 
to criticism, and that criticism the Companies were not slow 
to make ; but while the tax remained at a level not much 
exceeding a shilling in the poxmd the question was hardly 
one of supreme importance. Its rise, however, by rapid stages 
to Is. 8d., 8s., 6s., and eventually in 1918 6s. in the pound, 
profoundly affected the position ; and what had been scarcely 
more than discontent became alarm. 

The Government early recognized the exceptional position, 
and the Finance Act (No. 1) of 1915 contained the following 
provisions : 

‘ Where an assurance company carried on life assurance business in 
conjunction with assurance business of any other class, the life assur- 
ance business of the company shall, for the purposes of the Income 
Tax Acts, be treated as a separate business from any other class of 
business carried on by the company.’ (Section 11.) 

‘ Where an assurance company carrying on life assurance business 
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or any company whose business consists mainly in the making of invest- 
ments, and the principal part of whose income is derived therefrom, 
claims and proves to the satisfaction of the Special Commissioners that 
for any income-tax year it has been charged to income-tax by deduction 
or otherwise, and has not been so charged in respect of its profits . . . 
the company shall be entitled to repa 3 mient of so much of the tax paid 
by it as is equal to the amount of the tax on any sums disbursed as 
expenses of management (including commissions) for that year.’ 
(Section 14 (1).) 


The section last mentioned adds sub-clauses which need not 
be quoted, as they do not substantially affect the position. 

This concession with regard to expenses was a valuable one, 
and was duly appreciated by the Companies. It is perhaps 
open to objection from the standpoint of scientific finance, 
inasmuch as it does not attempt remedy quite in the line of the 
ailment, and might conceivably encourage extravagance ; but 
after aU it was a practical measure and one easily applied. 
It was soon evident, however, as events developed, that the 
situation was so serious as to make what had been done nothing 
but a rather feeble palliative. The following table shows the 
annual sums deducted from interest by way of Income-tax, 
appearing in the revenue accounts of the Companies as rendered 
to the Board of Trade. In the case of Companies transacting 
Industrial as well as Ordinary business, both classes are included. 
While the absolute accuracy of the figures cannot be guaranteed, 
they are sufficiently near to furnish proper ground of comparison. 
The last complete pre-war year (1913) is included for that 
purpose. 


Year 


Income-tax as shown in 
revenue accounts 


1913' 

1914 

1915 

1916 

1917 

1918 

1919 

1920 


£ 

812,149 

1,223,869 

2,233,126 

3,300,843 

3,931,919 

4,473,599 

4,690,676 

4,858,738 


The effect of the taxation may be seen in another way. 
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The Board of Trade Returns tabulate for each year, both for 
Ordinary and Industrial business, the Life Assurance Funds 
at the beginning of the year and the interest received during 
each year less Income-tax. By taking the mean between the 
fund at the beginning and end of each year (excluding the 
year’s interest) and finding the ratio borne to that figure by 
the interest itself, we arrive at the rate of interest actually 
earned in the period. 

The results are given below : 


Year 

Rate of interest earned on Life Assurance Funds 
after deduction of Income-tax 

Ordinary Life Assurance 

Industrial Life Assurance 


£ s» d* 

£ a. d. 

1913 . 

4 1 0 

3 15 10 

1914 . 

4 0 5 

3 15 4 

1915 . 

3 17 11 

3 11 3 

1916 . 

3 16 4 

3 12 0 

1917 . 

3 18 3 

3 19 5 

1918 . 

3 16 8 

; 4 19 

1919 . 

3 18 10 

4 2 0 


It is here shown that in the case of Ordinary assurance the 
increased tax completely neutralized any benefit derivable 
from the higher rates of interest obtainable during the war years, 
and that the position in 1919 had not recovered so far as to 
reach the pre-war level. In the case of Industrial assurance the 
effect, while of the same kind, has not been so marked or so 
prolonged, there being in the later years a distinct recovery. 
This is probably to some extent due to the large sums placed 
to Reserve Funds, thus diminishing the amount of the actual 
Life Assurance Fxmds as so described in the returns. Tlie 
above reference to higher rates of interest dming the war period 
may be thought to be rather discounted by the fact that a large 
part of the funds was absorbed by pre-war investments which 
could not be distmbed ; but when the very large transfer of 
funds to war loans (as recorded in Chapter IV) is borne in 
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mind, this consideration is modified in importance. As a 
matter of fact gross rates rose considerably. Taking five 
large and representative companies, we have an average gross 
rate of interest per annum during the years 1914 to 1918 of 
£4 11s. 9d. per cent, per annum, as against £4 4s. Bd. per cent, 
per annum for the five previous years. 

The chief cause of concern to the Companies, however, 
when the rate of Income-tax increased to six shillings in the 
pound, and the dark outlook ahead rendered the future uncer- 
tain and even severer taxation possible, was not mere diminu- 
tion of profit but security of basis. For the first time in the 
history of the business taxation brought the net rate of interest 
realized near enough to that on which valuations were founded, 
and premiums computed (which varies between the limits of 
% and SJ per cent., most companies employing 3 per cent.), 
to give reason for grave uneasiness. The position was a difficult 
one on every side. Were not all businesses, and aU persons, 
suffering ahke ? Must not the claims of the State, in its dire 
emergency, be paramoxmt ? The Companies were not likely to 
ignore such considerations as these. Their support of the 
War Loans, their attitude to military service for their staffs, 
gave sufficient evidence of that. But it was borne in upon 
them more and more that their business, from its very nature, 
was a national trust. It was not themselves, but a mass of the 
community, that they had to bear in mind. The very money 
which they were paying day by day to the families of fallen 
men was based on contracts the essence of which was the invest- 
ment of money at a certain mioimrun rate. Only the security 
of that made such payments possible. Was there not then 
a sense m which, in the interests of the nation itself, they 
occupied in this matter a unique position that called for special . 
treatment ? 

The question was not, and is not, an easy one ; and there 
is no intention here to prejudge it. It has, however, been 
recently considered and dealt with at length in the following 
circumstances. During the course of the war the Government 
promised an inquiry by a Royal Commission on the whole 
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subject of Income-tax, so soon as time and opportunity should 
permit. That promise took shape in March 1919, when a 
competent and thoroughly representative Commission was 
appointed. It heard a great amount of evidence of all kinds, 
and completed its Report in March 1920. That Report was 
published later in the same year (Cmd. 615). Although a post- 
war inquh'y, its dealing with Life assurance may certainly be 
included among the effects of the war on that business. 

The Companies had of course ample notice of the proposed 
inquiry, and two Life assurance representatives were smn- 
moned as witnesses ; one from the Life Offices Association and 
one from the Associated Scottish Offices. There was prolonged 
and serious deliberation among the Companies, in both Associa- 
tions, as to the instructions which should be given to these 
gentlemen. The President of the Institute of Actuaries was 
a member of the Commission. 

The Companies submitted two alternative proposals through 
their representatives. One was that their assessment should 
not be on interest at all, but on profits as ascertained by 
actuarial valuation. The other was that interest less expenses 
of management (including commission) should be the basis. 
Both agreed that the system of assessing on interest or profits, 
whichever was the greater, should cease ; and also that the 
interest should be taxed at a rate less than the normal rate 
(four shillings, or four and sixpence in the pound was suggested 
agamst six shillings then prevailing) because ‘ the interest 
finally enures (in the case of mutual companies wholly, and in 
the case of proprietary companies mainly) to the benefit of 
policy-holders, the majority of whom are not liable to the 
full rate of tax ’. These are the words of the Report, from 
which the above description of the proposals submitted is also 
taken. 

The proposal to base assessment on profits only, included 
the plea that the profits so taxed should not include those 
allotted to policy-holders. 

The Commissioners rejected the proposal to discontinue the 
present system of a^essing interest or profits, whichever is 
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the greater. They rejected also any suggestion to tax Assurance 
Companies at less than the full normal rate. They recommended 
that if and when profits are the basis of taxation, the assessment 
should only be on that portion thereof ‘ which belongs to the 
proprietors or shareholders of the Company In the case of 
mutual Companies this would give place to ‘ the profit made 
on transactions other than mutual transactions 

Having made this solitary concession the Commissioners go 
on rather naively and comfortably to remark ‘ in neither case 
is there much probability that such an alternative charge on 
profits would become operative They would not have run 
much risk of error if they had said that there was none. 

With regard to the vital question of the security of bases of 
valuation the Report states that this has ‘ doubtless been in 
the minds of some speaking on behalf of the companies ’, 
‘ but less prominent ’ there. On this excursion into metaphysics 
it is not necessary to express an opinion. The Commissioners’ 
own dealing with the subject, however, is worthy of attention. 
‘ It is conceivable they say, ‘ that the stability of the relation 
between premiums paid and the sum assured could be affected 
in various other ways, for example, a marked and secular 
decline in the rate of interest ; a great general change in 
mortality rates ; the effect of a change in money values upon 
expenses such as wages, making the loading originally provided 
quite inadequate. It is doubtful whether in such cases it would 
be suggested that a change in the rate of Income-tax was an 
appropriate remedy.’ It is indeed. The whole point of the 
present case, however, happens to be that it is the Income-tax 
which is the cause of the apprehension. If a man broke his 
leg by a fall in a defective staucase in an hotel, it would be an 
odd defence if the proprietor said, ‘ You might have done the 
same thing by a fail in the street, in which case it is doubtful 
whether you would have had a remedy against me ’. 

It is not intended for a moment to write disrespectfully 
of a body of distinguished men who devoted very great labour 
to an inquiry, their Report on which is, as a whole, a most able 



TAXATION 


145 


and competent production ; but it is difficult to take seriously 
the only concession they offer the Life Assurance Companies. 
The general proportion of a valuation surplus taken by pro- 
prietors is one-tenth. Interest, to a Life Assurance Company, 
is one of the two prime and essential factors in transacting its 
business, as any one glancing at its annual account can at once 
see. The supposition that in any given period its amount should 
fall below a small fraction of the profit realized, is too fantastic 
to merit serious consideration. 

It is, however, satisfactory to note that the Commissioners 
add, on the question of possible depletion by tax of valuation 
rates, ‘ The matter is one so bound up with the whole principles 
of insurance that we feel it is to a great extent outside our 
Terms of Reference, and that it would be more properly dealt 
with by a body specially designed to consider insurance as 
such.’ This would indeed be a wise step, and it is to be hoped 
that it may some day be taken. As matters stand, there is no 
reply to the comment made by the President of the Institute 
of Actuaries in a Reservation to the Report : ‘ No answer has 
ever been given to the contention of the Life Offices that since 
the principles of taxation applied to them wmuld, if pushed to 
extremity, reduce them to insolvency as a result of income 
taxation alone, and that since this is a state of things which 
could not produce similar results in the case of a private 
individual or of any other form of Company, it is manifestly 
unjust.’ 

Before leaving the subject of Income-tax, mention should 
be made of a feature which has comphcated all discussions 
of the question with the taxing authorities. This is the allow- 
ance to poHcy-holders themselves of the amount paid by them 
for Life assurance premiums, as an abatement of the income 
returned for taxing purposes. This dates from as far back as 
1853, and was, says Sii’ Josiah Stamp, ‘ a concession to a 
particular kind of thrift which it was thought desirable to 
encourage.’ It extended oidginally, without limit, to policies 
on the life of a man or of his wife, and to deferred annuities. 
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but was limited to a maximum of one-sixth of the total net 
income. With the outbreak of war, and rising Income-tax, it 
became necessary to guard against undue use being made of 
this privilege ; and the Finance Act (1) of 1915 stipulated that 
the premiums so allowed for must not exceed £7 per cent, per 
annum of the amount assured at death, and should not include 
any extra charge made for return of premiums. Policies were 
being issued at high rates, which included certain provisions 
for return of premium ; and it was felt that artificial inflations 
of this kind were not fairly entitled to benefit in the relief given. 
The Finance Act of 1916 made all war extra premiums, whether 
annual or not, eligible for the relief, and freed them from both 
the limits, as to total income and as to percentage of sum 
assured, above mentioned. It also, however, for assurance 
effected after June 1916, limited the rate of tax allowed off 
premiums to 3s. in the pound ; and excluded premiums on 
deferred annuity policies (unless in cases of specially approved 
Superannuation Funds). This was to meet a possible exploita- 
tion of ‘ pension policies ’. Some of these offered as an alterna- 
tive a capital payment taken when the pension fell due, equal 
to all the premiums accumulated at 3 per cent, compound 
interest, and surrender value at any time before that date on 
a like basis. This had made it possible for such policies to be 
effected with no intention of taking the pension ; the assured 
thus acquiring a 3 per cent, compound interest investment free 
of tax and enjoying at the same time abatement of Income-tax 
on the premiums at the then current high rates. The story is 
interesting as showing the need of vigilance at such a time in 
checking devices for personal gain at a time of national need. 
The Life Offices’ Association had no sympathy with the prac- 
tice, and did what was possible to help the taxing authorities 
in setting up safeguards against it. 

It is unnecessary to dwell upon the complications which 
this rebate system was made the instrument for importing 
into the discussion of the larger question of the Companies’ 
taxation. So far as reference to the matter had any value 
it might be said to show that, by offering official inducements 
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to Life assurance, public authority had supplied an additional 
reason why nothing should be nationally done which was Hhely 
to jeopardize the security of the benefits which Life assurance 
offered. 


XI. DEPRECIATION OF SECURITIES 

In order to get a proportionate view of the war-time depre- 
ciation of the Stock Exchange securities held by the Life 
Assurance Companies it will be well to glance first at the 
growth in importance of their resources as a branch of public 
finance. For this purpose it is sufficient to merge the Ordinary 
and Industrial business into one total ; and the inclusion of the 
entire assets of the Companies which have other branches of 
activity in addition to their life departments will not vitiate 
the results for purposes of comparison. Taking the figures 
then on this basis we find that the total assets in 1888 were 
£195,670,376 ; in 1893 £231,362,438 ; in 1898 £288,790,871 ; 
in 1903 £352,612,945; in 1908 £429,298,886; and in 1913 
£530,111,661. 

This is a great development, and its chief importance lies 
in the fact that it was effected under changing conditions. 
Thirty -five years ago the task of judiciously investing the 
funds of a Life Assurance Company was much easier than it is 
now. The totals to be dealt mth were much smaller, and 
consequently changes in investments were less frequent. The 
whole field available for the purpose, too, was narrower. 
Foreign securities received small attention. Above all, mort- 
gages were popular. They generally yielded a good rate of 
interest. They encouraged legal connexions and so helped 
business. As time went on, however, and conditions changed. 
Stock Exchange investments began to attract more notice. 
On a mortgage one could at best in the end get one’s money 
back. In the other direction profits were possible. Gradually 
the change made itself felt. The following statement, including 
both Ordinary and industrial business, shows the relative 
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proportions of mortgages and Stock Exchange securities at 
quinquennial intervals from 1889 to 1913 : 



Proportion borne to total assets by 

Year 

Morts:a^es 

Stock Exchange investment 

per cent. 

per cent. 

1888 . 

39-98 

28'37 

1893 , 

36-70 

31-34 

1898 . 

29 18 

39-55 

1903 . 

26-04 

42-23 

1908 . 

23-84 

39-67 

1913 . 

20-70 

45-00 


The change of policy, however, brought its own anxieties. 
For a long period Stock Exchange securities steadily fell in 
value. The causes of this belong to general financial history 
and need not be discussed here. Here the concern is with the 
facts, as they affect the present subject. So far as can be 
ascertained from the printed returns (and such results can only 
be approximate) the amounts written off Stock Exchange 
investments by the Companies from 1899 to 1913 inclusive, 
arranged in quinquennial groups, are as follows : 

£ 

1899 to 1903 .... 1,396,406 

1904 to 1908 . . . 3,291,058 

1909 to 1913 .... 5,641,067 

Total . . £10,328,531 

the last year being the heaviest of the series. There are also 
Investment Reserve Funds, accumulated at the end of the 
period, of £6,318,657. Much of this doubtless represents fur- 
ther depreciation ; for it is not infrequent to place to a suspense 
account of this kind falls in price which are not actually written 
0 % in the hope of recovery. The same end is served, because 
amounts thus hypothecated cannot be used for any kind of 
allocation or division without the fact being specifically shown 
in the accounts. 

It will thus be seen that the unpr^-cedented fall in prices 
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which characterized the war period did not come upon the 
Companies when they were in a strong position in that respect, 
but rather at a time of something like exhaustion in the matter, 
when every one was fondly hoping that the worst had happened, 
that the corner was turned, and that brighter days were in 
store. 


To proceed now to the ■writings down of the follomng years, 
they are as follows : 


1914 

1915 

1916 

1917 

1918 

1919 

1920 


£ 

1,763,744 

4,796,716 

2,896,417 

3,355,416 

2,695,333 

3,431,304 

8,494,594 


Total . . £27,423,524 


There is also a total of Investment Reserve and War Con- 
tingency Funds of £17,414,076 at the end of 1920 (in place of 
the £6,318,657 mentioned above as existent at the end of 1913). 

It should be added that these figures cannot be said to 
express exactly the depreciation in Stock Exchange securities 
only, as in some of the Companies’ accounts the general entry 
may include amounts written off mortgages. Where these are 
separately shown they have been excluded. It may, however, 
be taken that the bulk of the amounts answers to the descrip- 
tion given, and this is certainly so as regards the war and post- 
war years. This is corroborated by inspection of the figures for 
the various years. In 1915, for instance, is seen the effect of 
decontrol of prices, and in 1920 the heavy slump in values which 
the imsettled and unsatisfactory world conditions then caused, 
and which has since been largely cancelled by recovery.^ 

The figures also include some actual losses on sales of 
stocks, but these are trivial in comparison with the total. 
Further, there are certain items on the other side of the account, 
recording profit on securities realized; but these again are 

^ That recovery has been well maintained since this was written, and has shown 
itself in the substantial bonuses declared at recent valuations. (Note of 1925.) 
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relatively insignificant. Their total, for instance, for the years 
1914 to 1930 would not exceed half a million sterHng. On the 
whole, therefore, it may be said that the figures as they stand 
fairly represent writings down of assets still held by the Com- 
panies. 

Now it will be obvious, on consideration, that this item 
stands in a different category from that of other war losses. 
If we regard the w’ar loss of the Companies as made up of the 
three main sections dealt with in this and the two preceding 
chapters. Mortality, Income-tax, and Depreciation, the last 
clearly differs in character from the other two. Claims paid, 
tax paid, are money spent. It is gone, and cannot come back. 
Reduction in estimated values of assets still held, however, is 
not of this kind. Those values may recover. At the time when 
these words are written they have to a considerable extent done 
so. Clearly therefore the word ‘ loss ’ as apphed to such 
writings down must be construed in a special sense. There is 
evidence of this in the fact that the Inland Revenue Authorities 
have declined to consider such items in the accounts as losses 
when making assessment for Income-tax. The full discussion 
of the subject, however, properly belongs to the ensuing ■ 
chapter. 

XII. VALUATIONS AND BONUSES 

As the close of the year 1914 approached, and the seriousness 
of the war, also the evidence that its duration was not likely 
to be short, increased, the Companies which had a periodic 
valuation due at the 31st December were naturally experiencing 
much anxiety. Their financial positions in view of a valuation 
differed, as was inevitable, within fairly wide limits. It is not 
intended to suggest by this that there was for a moment any 
fear as to actual solvency. The divergences existed in that 
margin of assets over Habilities which at the date of a valuation 
forms a surplus, out of which additions to the sums assured by 
way of bonus are possible. 

The general position of the Companies during this period in 
the matter of valuations cannot be rmderstood without an 
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appreciation of the importance which this feature of bonuses 
had assumed in their affair’s. The system of charging a some- 
what increased premium for policies ‘ with participation in 
profits ’ and allotting to them a share in the surplus found 
available at each successive valuation, had gro\\’n with the 
growth of the business till it had become one of its most pro- 
minent features, and a vital element in competition. To have 
to ‘ pass a bonus or in other words to find at a valuation that 
there was not sufficient surplus to declare one, was in pre-war 
days a very serious misfortune for any Company and a check to 
its power of expansion. Now, w’ith difficulties on every hand, 
the values of securities heavily fallen, and the feeling that but 
for the Stock Exchange being closed (as it was till the end of 
1914) their values would be lower stiU, the making of a valuation 
was, so far as profit margin was concerned, a thing to be feared. 
Further, there was the utter uncertainty as to how long the 
war might last, or how much severer an aspect it might assume. 
In these circumstances the Life Offices’ Association had before 
it the question whether any collective action by the Companies 
might be possible as to the procedure to be taken by them 
concerning declarations of profit during the war period. 

It w’as found, as might probably have been expected, that 
this was not practicable. With the individual circumstances 
of each case varying so widely, no general rule could have been 
laid down which would have given satisfaction, or the sense of 
equitable treatment, to every one. It has further to be remem- 
bered that each Company in a matter of such importance was 
primarily responsible to its own policy-holders, whose interests 
it held in trust. There was therefore no really satisfactory 
solution of the difficulty but to let each go its own way, taking 
the course which seemed to it in its own circumstances the 
most consistent with prudence and wdth justice. That course 
would probably in any case have been taken ; for the collective 
action could only have been an advisory one, and the interests 
at stake on such an issue were too serious for any but individual 
control. 

Proceeding to consider the valuations and their results, in 



152 


BRITISH LIFE ASSURANCE, 1914-1918 


the light of all that has gone before, it is necessary to regard the 
position of the Companies as affected by the three main somces 
of war loss already described. In doing so it is evident how two 
of them react upon each other to produce what may be called 
a maximum of misfortune. Depreciation of security values, 
unpleasant as it is, would normally have the effect of raising 
the average rate of interest, by its depletion of the Capital 
Fund. In this case, however, as has been shown, that advantage 
was swept away (and more than swept away, as the pre-war 
position was actually worsened) by the high rates of Income- 
tax. 

One of the most important questions affecting the position 
was that of the valuation of secmlties, and in this connexion 
a prime feature of interest is the bearing of the Assurance 
Compardes Act on that point. 

That Act provides (sect. 4) that 

‘ Every assurance company shall, at the expiration of each financial 
year of the company, prepare a balance sheet in the form set forth in 
the Third Schedule to this Act.’ 

Section 7 provides that the balance sheet ‘ shall be signed 
by the Chairman and two directors of the Company and by the 
principal officer of the Company ’. 

The balance sheet form is given in Schedule 3, and the 
following note is appended thereto : 

‘ The Balance Sheet must state how the values of the Stock Exchange 
securities are arrived at, and a certificate must be appended, signed by 
the same persons as sign the Balance Sheet, to the effect that in their 
belief the assets set forth in the Balance Sheet are in the aggregate 
fully of the value stated therein, less any investment reserve fund taken 
into account. In the case of a Company transacting life assurance 
business or bond investment business, this certificate is to be given on 
the occasions only when a statement respecting valuation under the 
Fourth Schedule is made.’ 

‘ Valuation under the Fourth Schedule ’ is the usual actuarial 
valuation of a Life Assurance Company, which (as mentioned 
in a previous chapter) is made by a few Companies annually, 
by a few triennially, and by the majority quinquennially (the 
latter being the longest interval allowed by the Act). 
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Here we see ‘ freedom and publicity ’ fully at work. So 
long as the method adopted for valuing securities is stated, 
and a belief expressed that it is adequate, no more is insisted 
upon. The rest is left to the publication of the document ; 
and the resultant examination of it by expert critics, in the 
business and out of it, which may be taken as sure to follow. 

Upon this basis certain traditions have sprung up which 
have had such general repute that by many they are believed 
to be legal requirements. One of them is that the values 
inserted for Stock Exchange securities must in no case exceed 
their market value on the closing day of the valuation period 
(in the great majority of cases the 31st December). This is 
nowhere stipulated. It has been urged that an average value 
extending over a reasonably Ihnited period would be a fairer 
standard, so as to avoid any temporary depression on one 
particular day. There is reasonableness in this suggestion, 
but it would have to be acted upon with great care and judge* 
ment. Put in its extreme form, the argument for it would be 
that supposing the 31st December of any year found the markets 
affected by a temporary panic of short duration, which had 
little or no ground in actual conditions and quickly passed 
away, but which meanwhile heavily affected values, a rigid 
adherence to the traditional practice might penalize policy- 
holders by reduced distribution, the effect of which would in 
most cases endure, so far as they were concerned, for some years 
to come. 

There is one object lesson on this point of considerable 
interest. As is weU known, the wave of depression which 
affected all securities during the later war years embraced in 
its operation the very loans which the British Government had 
contracted to meet war exigencies, and to which, on its earnest 
appeal, the Companies had largely subscribed. This was 
recogruzed ; and in 191T the Board of Trade issued a statement 
that no objection would be raised if Government securities, 
redeemable at fixed dates, were entered on balance sheets at 
their redemption value or cost, whichever should be the less. 
Some Companies availed themselves of the offer and some did 
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not ; but in any case the action was a significant one, and 
deserves to be recorded. It was also in accordance with common 
sense. The argument underlying it was this. Probably no 
British subjects regarded the default of the British Government 
as a possibility worth considering. If they had they would 
not have trusted it with their money. There was no likelihood 
that any Life Assurance Company would be so hard pressed 
as to have to sell these particular securities at a loss before their 
redemption date. Hence it might safely act as suggested. 

Along the same fines of reasoning may be noticed a method 
of valuation which is adopted by several important Companies 
in the general matter of securities redeemable at fixed dates. 
It consists in what is known as the ‘ amortization ’ plan. 
Assuming that there is perfect confidence in the security, 
an appropriate sinking fund is set up. By this method (to quote 
the paper (referred to in Chapter IX sufra) by Mr. H. Brown, 
whose description for conciseness and accuracy cannot be 
improved upon) ‘ the hook values of redeemable securities 
bought at a price higher or lower than the redemption price 
are gradually, by means of a sinking fund, reduced or increased 
to the redemption price by the date of redemption, and the 
values so adjusted are used in the balance sheet instead of the 
current market values 

On the whole, what may be said of such a plan is that it 
presents nothing unreasonable. It is improbable, however, 
that a Company would actually divide profits except up to the 
fine of surplus shown by actual Stock Exchange values. 

There is, however, another and more important question 
which arises in the same connexion. It concerns the whole 
subject of depreciated securities. These, as pointed out in the 
previous chapter, differ essentially from the other losses by the 
war. The question is, what do losses by depreciation really 
mean ? The adage of the financiers of an older day is suffi- 
ciently familiar. ‘ Write investments down. Never write one 
up.’ It is imdoubtedly a counsel of perfection. What has to 
be asked is whether, when dealing with the results of a world 
catastrophe such as the recent war, unprecedented in its 
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magnitude and results, such a principle can apply. It is not 
an easy question to answer. When we look at the long record 
of pre-war writings down by the Companies as shown in 
Chapter XI the axiom seems justified. These surely have gone, 
never to return. On the other hand, however, when we look 
at the war depreciation, so enormously larger, the same thing 
cannot be said. Much of that has come back akeady. (It is 
right in this connexion to include, as has been done, the heavy 
fall in 1920 ; since although that did not happen during actual 
hostilities it is undoubtedly a war result.) Is it to be contended 
that this recovery should be ignored, so far as actual accounts 
are concerned, and exist only as a hidden reserve to which 
policy-holders, deprived of bonuses in its absence, can never 
have access ? 

The fact is that this time-honoured doctrine of severity, 
like many other good things, can be pushed ad absurdum. 
Suppose that at any particular valuation date a world panic, 
founded on some baseless alarm, swept through the stock 
markets of the nations ; reducing prices to a degree at which 
all Life assurance profits disappeared and even solvency was 
threatened. Suppose, further, that it went as suddenly as it 
had come, and confidence retmned — ^prices responding. Would 
it be right, or even sane, to perpetuate its presence for all time 
in the Companies’ accounts ? That would literally follow from 
the old maxim. Of course the answer would be ‘ SeU, and take 
the profits ’. But this might be practically very unwise. It 
might mean deprivation of substantial future profit, and 
reinvestment under less favourable conditions in something 
less attractive. 

If these are considered wild assumptions, it may be pointed 
out that the same would have been thought ten years ago of 
any prediction of the financial experiences of the war. It 
seems as if common sense must take its place in tliis discussion, 
as in ever 3 d;hing else. One element entering into the considera- 
tion of the case shoidd certaiuly be that the business under 
review is a very special one, and in some respect, relative 
especially to the present question, unique. It is concerned with 
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the interests of a large number of persons, and the character 
of that population is continually changing. It consists, in 
the rather fine expression of the late Dr. Farr when defining 
a Life Table, of ‘ generations passing through time ’. The 
members, therefore, who exist at the date of a given valuation 
and distribution have a special claim to enjoy its fullest benefit. 
Profit which they have contributed to earn they have a right 
to receive. Profit hidden away or laid up for future use they 
may never have. Some of them certainly wiU not, for by the 
time another distribution arrives they will have died.^ These 
considerations seem to point to something like a ‘ just and 
equitable mean ’ in this matter ; especially when the case is of 
those who have already suffered the passing of a bonus. Safety 
for the future, amply secured, must of course be the first essential ; 
and subject thereto the Companies may be trusted to give policy- 
holders full consideration, in the interests of their business. 

The following statement is an attempt to show the collective 
effect of the war on profits distributed to policy-holders. The 
periods compared are two, each of six years’ duration, from 
1909 to 1914 inclusive, and from 1915 to 1920 inclusive. The 
inquiry, in this as in other branches of the subject, is inten- 
tionally prolonged to the year 1920, as the effect of the war 
on Life assurance finance undoubtedly lasted throughout that 
year. The figures must be regarded as approximate only, as 
the varying dates of quinquennial valuation have the effect of 
representing profits as divided which may not all have been 
earned within a limit which must be more or less arbitrarily 
selected. Further, the differing methods of distribution make 
the fixing of exact figures impracticable. For the ptnpose of 
a rough comparison and estimate, however, the work of prepar- 
ing such a statement seemed worth undertaking. It must 
be regarded strictly in the light of the above reservations. 

In the first period (1909-14) the amounts ascertained 
actuarially to consist of divisible surplus by the Companies 
established in the United Kingdom, and making returns to 

^ It is right to mention, however, that this particular case is now largely met 
by the widely increasing practice of allowing ‘ Interim Bonuses ’ on policies ceasing 
to exist, by death or maturity, between two vaiuation|. 
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the Board of Trade under the Assurance Companies Act 
(Ordinary and Industrial business both being included) reached 
a total of about forty-seven millions sterling. Of this, thirty- 
three and a half millions were distributed to policy-holders, and 
five and a quarter millions carried forward unappropriated. 

In the second period (1915-20) the corresponding approxi- 
mate figures are as follows : divisible surplus, twenty-six mil- 
lions sterling ; distributed among policy-holders, sixteen and 
a quarter millions ; carried forward unappropriated, five and 
a half millions. 

The phrase “ carried forward unappropriated ’ describes 
a section of the declared profit kept in hand to form part of the 
divisible surplus at the next valuation. It is entirely distinct 
from sums set apart to form or strengthen Reserve Funds. 
The ‘ divisible surplus ’ only comes into existence after provi- 
sions of this kind have been made. In the circumstances ‘ ascer- 
tained surplus ’ would probably be a better expression than 
‘ divisible ’. 

At sixty valuations made during the period 1915-20 no 
profit was distributed. At the valuation corresponding to these 
in the preceding six years the profits distributed approached 
fifteen milhons sterh'ng. 

The difference above shown between the results of the two 
sextennial periods compared does not, as might at first be 
supposed, correspond to the sum of the war losses from the 
sources described in the three preceding chapters, but is sub- 
stantially less. This will be understood when it is remembered 
that there was a mass of existing assurances, unaffected by 
war moi'tality. These had doubtless throughout the period 
yielded a normal mortality profit. There are also to be con- 
sidered the “ loadings ’, or additions to the rates of premium on 
with-profit in excess of those on non-profit policies, which were 
of course available and accumulating throughout. These elements 
supply a set off, fro tanto, against the adverse influences. 

A few important Companies went through the ordeal of the 
war years without departing from their accustomed standard 
of profit-paying. TJiey are to be congratulated on the evidence 
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of financial strength thus shown. Congratulation is equally 
due to the other Companies, which, finding themselves in a less 
fortunate position, had the courage to face it squarely, and make 
safety for their policy-holders the first consideration. It was 
a right and wholesome attitude to assume, and it is gratifying 
to note that it has not hurt them in public esteem ; as they 
have had their full share of the increased new business which, 
as the figures already quoted under that head have shown, 
has been done since the war years ended. 

XIII. FOREIGN BUSINESS 

Undee. this heading come for consideration the policies 
issued by Companies established within the United ICngdom to 
nationals of belligerent foreign countries. That business is 
small in comparison with the general total of the Companies’ 
transactions, but involves some interesting questions. Its 
exact amount cannot be ascertained from the published returns. 
The Assurance Companies Act only requires separate valuation 
returns to be shown for policies issued ‘ at other than European 
rates ’, and as the countries in question are European, that 
gives no help. The form of annual revenue account required 
stipulates that the figures for new business done ‘ outside the 
United Kingdom ’ shall be separately shown ; but this is chiefly 
colonial, and that raises no special question for the present 
piupose. The business in Canada, South Africa, and India 
had no features, distinguishing war from ordinary experience, 
which the home business did not share. One point of interest, 
however, arises on the Canadian and Indian business as affected 
by fluctuations of exchange. It is the practice to write policies, 
both as regards sum assiued and premium, in the cirrrency of 
the country. So long as sufiicient money is kept in each country 
to meet all current requirements, no difficulty can arise. Where 
this was not the case, however, some loss might have been 
suffered during the war by British Companies which had to buy 
dollars or rupees in the market at abnormal prices, to meet 
claims abroad. In the case of the dollar this probably did 
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not occur. The sensational rise of the rupee, however, may have 
caused trouble ; but on its subsequent fall some Companies 
took the opportunity to buy freely and strengthen to the 
necessary point their Indian reserves. 

The only real assistance to this part of the inquiry afforded 
by the published returns arises from the provision of the Act 
that ‘ where separate valuations of any portion of the business 
are required mder local laws in places outside the United 
Kingdom a summary statement must be furnished in respect 
of the business so valued in each such place ; showing the total 
number of policies, the total sums assured and bonuses, the 
total office yearly premiums and the total net liability ’. From 
this it is possible to obtain the following statement of the 
position at the end of 1913 : 


Business of British offices in belligerent countries at outbreak of war 



Number of 
policies 

Sums assured and 
bonuses 

Actuarial reserve 



£ 

£ 

Allied countries 

22,352 

9,356,991 

3,824,123 

Enemy countries 

32,790 

8,940,065 

1 3,385,801 


This of comse is purely approximate, but the best possible 
estimate in the circumstances, and probably a substantially 
correct view of the position. 

After the war began it was naturally hnpossible to know 
what was happening in the enemy countries. Proclamations 
were promptly issued by the Government. On the 5th August 
1914 it was forbidden to effect any new policy for an alien enemy, 
or to pay any claim ; and on 8th October following, ahen branch 
business offices in British territory were included in that pro- 
hibition. It was, however, permitted (Board of Trade, 
15th August 1914) to issue and deal with policies on the lives 
of aliens resident in Great Britain or its colonies, or in allied 
or neutral countries. Premiums on existing policies on ahen 
lives might be received, subject to notice that this was done 
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‘ without prejudice to any question arising in virtue of any 
Royal Proclamation or otherwise during the war As the 
war proceeded, it was even permitted to the Companies to 
lend on security of their policies to alien enemies resident in 
Great Britain, in internment camps or otherwise, provided the 
lenders were absolutely satisfied (through the Camp Com- 
mandant in cases of internment) that the money would not 
leave the country or be used for any hostile purpose. 

Such information as the Companies could obtain as to their 
interests abroad could at best be vague and intermittent, and 
dependent a good deal on the strength and organization of their 
foreign branches and the calibre of their foreign branch 
managers. For practical purposes the foreign business may be 
said to be Austrian and Hungarian. Of the amounts shown 
in the above table 42 per cent, of the amount assured represents 
Austrian, and 56 per cent. Hungarian business. Of the actuarial 
reserve 51 per cent, is Austrian and 46 per cent. Himgarian. 
British Life assurance seems to have taken root and flourished 
in these countries especially. In them also, so far as can be 
ascertained, hostile feelings seem to have been less acute than 
elsewhere. British representatives of the business remained, 
in many cases, at their posts throughout the years of war, 
and discharged their duties, amid many hardships, without 
interference. In Germany itself there was comparative little 
business ; the German insurance law, enacted some years 
before the war, had the general effect of leading British Com- 
panies to discontinue operations, and maintain their organiza- 
tion only to work off the contracts already existing. 

Most foreign countries in which British business is done 
require a deposit, to be held by them for the security of their 
policy-holders. The practice as to these deposits varies con- 
siderably. In some cases it is a moderate fixed sum, in others 
the whole actuarial reserve. In normal times it does not 
vitally matter which is required, as the Companies can generally 
get safe local investments up to the amount stipulated ; 
although the fixed sum (which is the British practice) is 
certainly preferred. During the war there was of course much 
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difficulty (in many cases insurmountable) in finding out what 
was being done with this money; but since hostilities ended 
matters can be cleared up. Cases are on record where the 
reserve, or part of it, was commandeered for the purpose of 
enemy war loans ; a proceeding which though undoubtedly 
most irritating is not without its humorous side. 

The ‘ Near East ’ (Turkey, the Levant, Egypt, and Asia 
Minor) was a field considerably worked by some British Com- 
panies prior to the war ; but here, as no deposits or local 
valuations were required, it is not possible to give figures. 

One of the most interesting experiences of the Companies 
in connexion with their foreign business was the light war 
mortality ; and this applies to allied and enemy nations alike. 
At first sight it seems surprising, but on consideration that 
feeling is modified. Countries in which conscription prevails 
have a rigid system of classification as regards the kind of 
service exacted. There are carefully graded classes. One set 
of men, young and of recent enrolment, are liable without 
question for immediate use on the battle-field ; classes follow 
in seniority of age and service for whom this demand grows less 
and less exigent, and ‘ home defence ’ takes a greater place. 
It is true that in a great and prolonged war, and at desperate 
stages, some modification of this may be necessary ; but it is 
substantially adhered to as far as possible. Bearing this in 
mind, we see that in the case we are considering there is a 
threefold process of selection. Only a section of the men in 
a foreign conscript army are liable to go into the firing line ; 
only a section of these have their fives assured at all ; only 
a section of that section will have their fives assured with 
British Companies. When all this is taken into account it 
wiU be realized that the area of risk is very largely limited. 
The war mortality as a whole was great and terrible ; but this 
is not one of the directions in which its force was severely felt. 

The most interesting and important questions affecting the 
foreign business of the Companies are concerned not so much 
with the war as with the peace and what followed it. 

When the Treaty^ of Versailles was in its germinative stage, 

1569,58 Tijr 
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tlie Companies were informed that it was proposed to insert 
among its provisions some relating to Life assurance, and 
were asked for suggestions on the subject. This was a new 
departure, and was gratifying as a recognition of the national 
importance of the business. Perhaps it is not too much to 
assume that the financial and other help given during the war 
had produced an effect on the official mind which bore fruit 
in this way. At any rate conferences were held and suggestions 
made. It was still more satisfactory to find when the treaty 
came into being that, on the whole, effect had been given to 
what was so indicated. Section V of Part X of the treaty. 
Annex HI, paragraph % is as follows : 

‘ Contracts of life insurance entered into between an insurer and 
a person who subsequently became an enemy shall not be deemed to 
have been dissolved by the outbreak of war, or by the fact of the 
person becoming an enemy. 

‘ Any sum which during the war became due upon a contract deemed 
not to have been dissolved under the preceding provision shall be 
recoverable after the war with the addition of interest at 5 per cent, 
per annum from the date of its becoming due up to the day of payment, 

‘ Where the contract has lapsed during the war owing to non-pay- 
ment of premiums, or has become void from breach of the conditions 
of the contract, the assured or his representatives or the persons 
entitled shall have the right at any time within twelve months of the 
coming into force of the present Treaty to claim from the insurer the 
surrender value of the policy at the date of its lapse or avoidance, 

‘ Where the contract has lapsed during the war owing to non-pay- 
ment of premiums the payment of 'which has been prevented by the 
enforcement of measures of war, the assured or his representatives or 
the persons entitled shall have the right to restore the contract on 
payment of the premiums with interest at 5 per cent, per annum within 
three months of the coming into force of the present Treaty.’ 

The succeeding paragraphs, 13 to 16, also deal -with the 
subject, but are not quoted in full as they are of less importance. 
The first enables an allied power to take over, on stated terms, 
all the policies of a German Company on the lives of its (the 
allied power’s) nationals. No. 13 deals with claims made or 
enforced during the war, under a policy issued by an allied power 
in an enemy country, which were mcongistent with the laws 
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existing when the policy was issued. No. 15 is merely a defini- 
tion. Rather more importance attaches to No. 14, as that is 
probably intended to deal chiefly with policies subject to what 
is known as a ‘ non-forfeiture scheme ’. This is an arrangement 
whereby a policy which has attained a surrender value cannot 
lapse so long as premiums in arrear, accumulated at compound 
interest, do not exceed the surrender value. When that limit 
is passed the Company gives notice of the fact to the assured. 
The paragraph enables the Company, in cases where owing to 
the war it was tmable to give that notice, and on that account 
remained bound by the contract, to recover from the assured 
the outstanding premiums with interest. It would also apply 
of course to cases where no such scheme existed, but where it 
was legally binding on Companies to give the assured notice of 
the lapse of a policy as a condition of ending its liability. 

Taken as a whole these provisions carry out what was the 
undoubted desire of the Companies, that after the war had ended 
relations should revert as soon as possible to their old con- 
ditions ; that the waters of oblivion should flow over the 
immediate past ; and that there should for fulfilment of con- 
tractual obligations be ‘ business as usual ’ ; neither assurer 
nor assured being the worse. That is always the natural 
instinct of the spirit of commerce ,* and whatever its defects 
it acts as a wholesome corrective to some other instincts which 
are less peaceable. 

The provisions above quoted appear in like terms in the 
treaties with Austria, Hungary, and Bulgaria. With Turkey 
there is as yet no treaty.^ 

What has just been described as the spirit of commerce 
was again strikingly shown by the Companies with refer- 
ence to another part of the treaty which practically a,ffected 
them, that namely which is dealt with in Article 296 headed 
‘Debts’, which set up the Clearing Office system. There is 

1 This omission was supplied by the Treaty of Lausanne (July 1923). Its Life 
Assurance provisions are substantially the same as those quoted verbatim in the 
text. There are a few others dealing with the currencies in which claims must be 
settled, which are scarcely of sufficient general importance to be here quoted. (Note 
of 1925.) 
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neither space nor need for going into details of this system, as 
they are well known. The Companies made, and reiterated, 
a strong appeal that claims under life policies, which were 
certainly debts within the meaning of the treaty, should be 
exempted from this section of its provisions. It was their 
earnest desire that they should be allowed to resume their old 
method of dealing personally with claimants, and they disliked 
the idea of handing over monies, justly due to these persons 
and often already long delayed in payment, to an impersonal 
and complex organization for whose proceedings they could not 
be responsible. There was no idea of reciprocity here, for there 
were few if any British subjects holding policies of Companies 
in what had been enemy countries. It was simply a strong and 
sincere wish, for the sake of their justly earned reputation, to 
give the best possible treatment to those who had claims on 
them. The Government, however, on this issue was adamant, 
and the Companies had to comply. They succeeded, however, 
on one possible point which might have been very important. 
Policies on which there was as yet no claim might possibly be 
held to be ‘ debts ’, inasmuch as they were pecimiary obligations. 
On that they were successful in getting a ruling to the contrary. 
But there was another branch of the business to which the 
definition did certainly apply, namely loans on the security of 
life policies. These were unmistakably debts, and under the 
Treaty they were strictly liable to be called in through the 
Clearing Office. German pohcy-holders protested against this, 
and the Companies themselves had no desire to enforce it, 
bemg content with their securities as they stood. On this 
point eventually the authorities gave way, and allowed the 
lenders to let the loans remain, accompanying the permission, 
however, with a caution to the Companies to obtain from the 
borrowers express acknowledgement of what had happened, 
lest in the future it might be pleaded that the omission to comply 
strictly with Treaty Provisions had legally annulled the debts. 

The sensational falls in the German and Austrian exchanges 
which followed the war had of course to be reckoned with in the 
foreign business of the Companies. 'AU claims from enemy 
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countries emerging before the official date of the conclusion of 
war (August 31st, 1921) must xmder the treaties be settled at 
pre-war rates of exchange. This, however, is complicated by the 
setting up of new States in Eastern Europe. An illustrative 
instance may be given in the case of Hungary. Hungarian 
nationals resident at the above date in Hungary as now con- 
stituted are entitled to have claims arising prior to that date 
settled at the pre-war rate of exchange. Residents in and 
nationals of one of the new States who intimated such residence 
and nationality to the Clearing Office prior to January 1922 
and obtained permission to have their debts withdrawn from 
the supervision of that office are entitled to direct payment of 
such claims as above at a rate which seems uncertain ; the 
treaties do not determine it. Residents in one of the new States 
who did not take the steps above described are apparently to 
get payment at present rates of exchange, but through the' 
Clearing Office. This will serve as an example of the complica- 
tions and difficulties that may arise. 

In the present condition of Central European currencies it 
is clearly to the advantage of British Companies to offer policy- 
holders surrender values of such a nature as, while far beyond 
the farcical figures which the exchange would give, might still 
close the contract upon terms which would remunerate the 
insurers. This has probably to some extent been already done 
by mutual consent. It involves no injustice to the policy- 
holders, for the restoration of the currencies to anything 
approaching pre-war value is improbable for a long time to come, 
and the contracts are in cmrency. 

The tendency on the whole, as a result of the war experience, 
among the British Companies seems to be to close down foreign 
business, at all events so far as the ex-enemy countries are 
concerned. The problem may be approached either on the 
lines suggested in the preceding paragraph, or by way of sale 
to some established foreign Company. Central European 
business, costly at the best and now beset ■with many diffi- 
culties, appears to be losing its attraction. 
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XIV. CONCLUSION 

In Chapter I a comparative table showing the total business 
of the Companies at quinquennial intervals was given ; and 
in Chapter XI a similar statement of total assets. Below are 
shown the corresponding figures for 1920, the last two items 
of the previous statements being here repeated for purposes of 
comparison. 

Business 



Ordinary 

Assurances 

1 

Industrial 

Assurances 

Annuities 
{immediate and 
deferred) 


Number 

Sums assured 

Number 

Sums assured 

Number 

Amount 

Year 

of 

and 

of 

and 

of 

per 


policies 

bonuses 

policies 

bonuses 

contracts 

annum 



£ 


£ 


£ 

1908 

2,746,202 

767,644,459 

28,541,525 

285,807,599 

62,333 

2,758,022 

1913 

3,179,494 

854,982,788 

37,556,248 

428,690,925 

80,946 

3,181,933 

1920 

4,156,760 

1,063,028,236 

49,519,473 

635,744,433 

94,419 

3,890,139 


Total Assets 

Year £ 

1908 . . . 429,298,886 

1913 . . 630,111,661 

1920 . . . 733,898,367 

These figures should certainly give satisfaction and encourage- 
ment to all who are interested in British Life Assurance. It 
emerges from the ordeal of war with an increasing ratio of pro- 
gress in every direction. 

The striking advance in the results in 1920 is no doubt in 
large part due to the great increase of business during the last 
two years of the period, dealt with in Chapter V. In con- 
templating the future it must be borne in mind that a large 
number of men who would in the ordinary coiuse have assured 
their lives, and so taken place among new entrants for some time 
yet to come, feU in action. This must tell on the results of 
approaching years; but the recuperative power which has 
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been shown to be latent in the business is likely to maintain its 
expansion at a high rate. 

Already the Companies are showing boldness of enterprise 
in reverting to pre-war tactics. Unconditional policies are 
being offered to civilians. Agency extension and propagandist 
activity have resumed their full place. Everywhere are signs 
of a spirit of energy which the events of the recent past have 
only arrested, not destroyed. 

While the effects of the war on British Life Assurance have 
been severe and far-reaching, there is no need to exaggerate 
them ; and it is hoped that nothing in the preceding pages has 
tended in that direction. After all, in its hardship it suffered 
no more than the common lot. Every industry in the land, 
like every home, felt the impact and the strain of those years 
of conflict. It was sometimes pointed out that Life Assurance 
Companies were subject to an exceptional disadvantage inas- 
much as the protection they had sold could not be increased 
in price. The tradesman, the merchant, the journalist, the 
banker, could increase their terms for what they supplied. The 
life premium, a matter of contract, remained fixed. It is 
perfectly true, but there are at least three possible answers. 
Claims were payable in the same fixed currency. The fact that 
money bought less in the market was a warning to prudent 
people to increase their policies ; an argument which the Com- 
panies did not fail to use and which figures show to have been 
effective. Further, the very fact of this fixity of premium 
throughout aU other fluctuations of prices brought home to 
thoughtful persons vmder war conditions the unique merit of 
such a form of investment. 

The credit of British Life Assurance has come through its 
trial unshaken and indeed strengthened. At its worst, the 
storm only touched profits, never solvency. The attack made 
its mark on the outworks, but left the citadel unshaken. 

It has been considered that the effect would be to sway 
opinion in the direction of the non-profit rather than the with- 
profit policy, especially for entrants at the higher ages. Figures 
on such a point axe not available, but it is probable that there 
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was a certain tendency in this direction. It seems hardly likely, 
however, to be permanent. The two classes of business will 
probably in the long run continue to be transacted in about the 
usual proportions, each meeting the requirements of its own t 3 rpe 
of assurer. 

Having regard to the history of its past there is every 
reason to suppose that the business will continue to prosper in 
the future, and that its power to resist and sm’vive the strain 
it has endured will stand it in good stead throughout the years 
to come. 
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NATIONAL HEALTH INSURANCE 


iNTRODtrCTIOK 

The account given in the following pages of the effects of 
the war upon the system of National Health Insurance may 
conveniently be prefaced by a brief sketch of the essential 
features of the scheme — ^its nature, basis, and the scope of its 
operations. Such an outline wdU serve the dual purpose of 
rendering the significance of war-time developments more 
intelhgible to the general reader, and of obviating to some 
extent the necessity for digression in the course of the narrative 
proper. 

National Health Insurance was brought into being by Act 
of Parliament of the year 1911, ‘ to provide for insurance against 
loss of health and for the prevention and cure of sickness and 
commenced to operate in July 1912. While the provisions of 
the original Act have continued to form the broad basis of the 
scheme, subsequent years have witnessed considerable alterations 
in structure resulting from experience in its administration. 

The scheme consists in the compulsory insurance against 
sickness of the manually-employed population of the United 
Kingdom between the ages of sixteen and seventy \ and of all 
other employed persons whose annual remtmeration does not 
exceed a certain figure. Exception is granted in the case of 
servants of the Crown and of certain other classes of persons, 
the terms of whose employment are such as to secure adequate 
provision in times of sickness ; and there are grounds upon 
which exemption can be secured by the individual. Per contra, 
the benefits of the scheme may continue to be enjoyed by 
persons who elect to become volimtary contributors on ceasing 
to be insurable compulsorily. 

Benefits consist (1) of ‘ medical benefit ’, which provides 
the insured person during illness wdth treatment by a qualified 
medical practitioner and wdth drugs, medicines, and appliances ; 

^ By an amendment made in 1925 the limiting age is reduced from 70 to 65 
from 1928 onwards. 



172 


NATIONAL HEALTH INSURANCE 


and (2) of weekly payments during sickness, together with 
a lump sum (called ‘ maternity benefit ’) on the confinement 
of an insured woman or the wife of an insured man. The 
weekly sickness benefit is payable from the fourth day of an 
illness which renders the insured person incapable of following 
his employment, and continues for a maximum period of six 
months, when, should incapacity persist, ‘ disablement benefit ’ 
in the form of a reduced weekly allowance is payable for the 
remaining period of sickness. „ 

The scheme as originally planned also included the provision, 
under the title of ‘ sanatorium benefit of treatment for the 
tuberculous in residential institutions or by other means ; 
but this branch of public service has now been transferred to the 
authorities responsible generally for services connected with the 
health of the community. 

The contributions in return for which these benefits are 
provided are payable jointly by the insured person and his 
employer, the State contributing in addition a certain propor- 
tion (two-ninths)^ of the cost of benefits and of their local 
administration, and bearing the whole cost of central adminis- 
tration. The contribution, which is payable weekly (but not 
during sickness or unemployment), is uniform in amount for all 
ages of the insiued, varying only in respect of sex and for those 
special classes of persons (e. g. sailors and soldiers) whose 
position in insurance differs from that of the main body of 
employed contributors. Payment is made by means of Health 
Insurance stamps bought by the employer at a Post Office and 
affixed by him to the ‘ contribution card ’ held by the instu’ed 
person, the employee’s share of the contribution being deducted 
from his wages. The receipts of the Post Office from the sale of 
stamps are credited to National Health Insmance funds, from 
which issues are made to Approved Societies and Insurance Com- 
mittees in respect of their several transactions. The payment 
of contributions is supervised by a staff of Government inspectors 
to ensure that cards are promptly and adequately stamped. 

^ !From 1926 onwards tins fraction is to be reduced to one-seventb for men and 
one-fifth for women. 
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The central administration of National Health Insurance, 
formerly controlled by bodies of Commissioners, is now carried 
out by the Insurance Departments of the Ministry of Health 
for England and AVales and by corresponding Departments in 
the other parts of the United Kingdom. To secure the necessary 
co-ordination both of policy and of executive action a Joint 
Committee has been established for the system as a whole. 

The administration of medical benefit in each county and 
county borough is in the hands of an ‘ Insurance Committee ’ 
representative of the insured persons in the area, the local 
authority and the medical profession. In addition to the 
organization, for medical benefit purposes, of the services of 
local doctors and chemists, these Committees are charged with 
the administration of all benefits to such insured persons as are 
not members of ‘Approved Societies ’. 

These societies provide the machinery by which the vast 
majority of insured persons receive the cash benefits payable 
in sickness, disablement, and maternity and by which their 
contributions are recorded; and consist of friendly societies 
and kindred institutions, e. g. trade unions, and industrial 
assurance societies, or bodies established in connexion with 
these organizations, which are approved by the Central Depart- 
ment for the transaction of National Insurance business. The 
normal course for an employed person entering insurance is 
therefore to become a member of such a society, and some 
98 per cent, of the insured population fall within this category. 

Alternative arrangements necessarily exist for the insurance 
of the remainder. The contributions of a person who does not 
elect to join, or, by reason of ill-health or on other grounds is 
refused admission to, a society, are carried to an individual 
account standing in his name. The ordinary system of insur- 
ance by the pooling of risks does not in such cases obtain, and 
benefits are limited to the amount of the sum standing in the 
contributor’s account together with the State contribution 
thereto. Persons in this class are known as Deposit Con- 
tributors. 

The other maiii class of insured persons for whom special 
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arrangements exist are members of His Majesty’s Forces. 
In view of the special conditions of their employment, the 
contributions payable in respect of sailors and soldiers, and the 
benefits for which they are eligible, differ substantially from 
those of the insured civilian. About one-half of the men are 
members of Approved Societies, while the insurance of the 
others is effected through the medium of the Navy and 
Army Insurance Fund. The growth of the operations of this 
Ftmd, and the various war-time developments in the insurance 
position of members of the Forces ■ are dealt with in some 
degree of detail in the pages of the main narrative. 

An index to the financial position of National Health Insur- 
ance is afforded by the valuation, made once in every five years, 
of the assets and liabilities of every Approved Society. 
Machinery is provided in the basis of the scheme for the 
liquidation of deficiencies and for the disposal of surpluses, 
the latter being used to provide additional benefits for the 
members of the societies concerned. 

Such are the broad features of the scheme. It will be 
realized that the working of a national institution of such 
dim ensions is a matter of considerable complexity. The reader 
who desires further information on the scheme in general should 
consult the Official Reports on the administration of National 
Health Insurance for the years 1912 to 1917, and (for sub- 
sequent years) the annual Reports of the Ministry of Health 
and of the Scottish Board of Health. 

In the narrative which follows, attention has naturally 
been first directed to the arrangements made for the insmance 
of men of the fighting services, and to the changes in the 
i nsurance of civilians necessitated by altered conditions at home. 
Mention has also been made of external matters in which the 
National Health Insurance authorities were able to assist the 
national cause. The concluding section reviews the effect of 
the war on Approved Society finance, as displayed by the result 
of the first valuations. 
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I. The Insueance of Sailors and Soldiers 

The absorption, upon the outbreak of hostilities, of many 
thousands of the male population into the armed forces of the 
Crown made the revision of existing arrangements with regard 
to the insurance of serving men a matter of immediate necessity ; 
in particular, legislation was required to define the position of 
the men who were being specially enrolled for the duration 
of the war. 

Provisions of the Act of 1911. 

The Act of 1911 provided for the insurance, on a modified 
basis, of the serving sailor, or the soldier of the regular army, 
at a weekly contribution of 3d., the payment of which was 
shared equally between the man and the Admiralty or Army 
Council. In the case of those men who were not members of 
an Approved Society, the functions of such a body were per- 
formed by the Navy and Army Insurance Fund, membership 
of which could be retained, on certain conditions, after discharge 
from the service, if ill-health precluded admission to an 
Approved Society. There was power to apply these provisions 
to Reservists called out on permanent service and to the 
Territorial Forces on mobilization; and in August 1914! the 
necessary regulations were issued. Men of the Naval Reserve 
or the Territorial Army who were uninsured at the commence- 
ment of their service were allowed by the regulations to remain 
outside the scheme if they so desired. 

National Insurance {Navy and Army) Act 1914. 

The position as regards insurance of men offering them- 
selves for service with the new armies was obviously closely 
analogous to that of members of the Territorial Forces. It was 
therefore fitting that the provisions which had been made with 
regard to the latter class should be extended to these newly 
enlisted men, and this was accordingly accomplished by the 
National Insurance (Navy and Army) Act of September 1914. 
This Act also brought into insurance, under the same conditions 
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as men serving in the ranks, all previously-insured men who 
took up temporary commissions in the Forces. Seamen and 
marines who enrolled for war service were, by the National 
Insurance (Navy and Army) Act (Session 2), placed in the same 
position as their comrades in the Army ; so that aU men who 
elected or were called upon to serve in a naval or military 
capacity were now included for insurance purposes in one 
comprehensive scheme. 

Army Contributions. 

In the normal conditions prevaihng before the war the 
contributions in respect of soldiers were paid by the ordinary 
method of card-stamping. This procedure, however, was not 
unnaturally found impracticable under the conditions of active 
service, and in 1915 a simpler system was introduced whereby 
the contributions due were paid over in bulk by the Army 
authorities to the Insurance Commissioners, and by them 
apportioned among the societies under special arrangements 
dictated by the necessities of the case. 

The provision of the weekly contribution of $A. by the 
payment of l^d. each by the sailor or soldier and by the military 
or naval authorities was revised by the Act of 1918, the weekly 
deduction from pay being prescribed by this Act as ‘ such 
amount not exceeding l^d. as the Admiralty, the Army Council, 
or the Air Council should think fit As a result, each of these 
three bodies decided to provide the whole of the 3d. contribu- 
tion, the pay of the insured service man being henceforth free 
of deduction in this respect.^ 

Navy and Army Insurance Fund. 

Although the majority of the men enlisting for war service 
were members of Approved Societies, the immense growth of 
the fighting services naturally brought about a very large 
increase in the activities of the Navy and Army Insurance 
Flmd. As time went on, and there returned to civil life an 

^ Under the 1920 Act the weekly contribution payable in respect of men in the 
Forces was increased to 4§62., the whole cost being, asubefore, borne by public funds. 
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increasing number of incapacitated men whose disability pre- 
cluded them from admission to an Approved Society, the 
distribution of benefits formed a more and more important part 
of the Fund’s operations. This was the more so in that the 
condition imposed by the 1911 Act — that a disabled man must, 
within a prescribed period, furnish proof of inabihty to join 
an Approved Society before he could be entitled to continue 
his membership of the Fimd — ^had been removed by the Act 
of the second session of 1914. Thus the insurance of all 
invalided men who were not members of Approved Societies 
was automatically continued by the Fund on their discharge. 
This arrangement continued throughout the demobihzation 
period and only ceased upon the promulgation of the Order 
in Council determining the legal date of the termination of the 
war to be 31st August 1921. In specific cases, however, where 
the National Health Insurance Commissioners considered that 
the state of the man’s health was not such as to preclude his 
admission to a society, they were entitled to give him notice 
that his membership of the Fimd would expire within a given 
period unless evidence were forthcoming that ill-health was still 
a deterrent of society membership. In default of such evidence 
the man was to become a deposit contributor. In order to 
preserve the original purpose of the Fund it has been found 
necessary to make full use of this provision. 

Discharged men who had lost touch with their Societies, 

The recruitment of the new armies went forward in an 
atmosphere of intense excitement. In the' general rush to 
exchange the conditions of civil fife for those of military service, 
the link connecting the insured person with his Approved 
Society was in many cases abruptly severed by the loss or 
destruction of the contribution card. An unfortunate sequel 
manifested itself when, later on, men who had thus lost touch 
with their societies were discharged into civilian life broken by 
wounds or disease and in immediate need of the benefits of 
National Insurance. The hardship which would have arisen 
through delay was, however, obviated by an arrangement 

1S69.S8 „ 
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whereby claims for benefit made before the claimant’s Approved 
Society could be discovered were dealt with through the Navy 
and Army Insurance Fund, the resulting liability being trans- 
ferred to the society when its identity had been satisfactorily 
established. The cost of the benefit payments in the few cases 
where exhaustive inquiries failed to determine the necessary 
particulars was defrayed by a small special fund set up for that 
purpose. 

‘ Free year ’ — Act of 1918. 

The position of insured ex-service men was further improved 
by the Act of 1918. This provided that, in the case of an 
employed contributor who relinquished insurable employment, 
insmance should continue with a right to all benefits for a 
year after the employment ceased ; and under this provision, 
therefore, every discharged or demobilized man who had been 
insured during service remained entitled to benefits for a year 
after leaving the Forces, whether or not he took up insurable 
employment. 

The same Act, it may be mentioned, extended the provisions 
of earlier legislation with regard to sailors and soldiers to the 
personnel of the recently formed Air Force. 

To enable discharged men to continue in insurance without 
disability on retiuning to civil life, a grant was made from the 
Exchequer for the liquidation of any arrears incurred before 
enlistment which woidd otherwise have affected their position 
as regards benefits after discharge. 

Administration of Benefits in Navy and Army Insurance Fund. 

The maternity benefit of the wives of serving men who are 
members of the Navy and Army Insurance Fund is paid through 
the Admiralty, the Army Coxmcil, or the Air Council as the 
case may be. In the case of discharged men, claims are made to 
the local Insurance Committees, whence they are passed, after 
scrutiny, to the Navy and Army Insurance Fund. Payment is 
then made direct to the man or his wife. 

Table 1 (p. shows the growth of the operations of the 
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Fund as the war progressed. The civilian members of the 
Fund being necessarily men of impaired health, their benefit 
claims cannot be measured by any ordinary standard. It may 
be remarked that the solvency of the Fund is guaranteed by the 
State, any resultant charge being borne upon the Votes for the 
fighting services. 

Insurance Benefits of Peyisioners. 

The return to civilian insurance of an increasing number 
of men who had been rendered incapable of work by disease 
or injury contracted during service rendered necessary a 
review 6f the rates of insurance benefit for which they were 
eligible, regard being had to the provision otherwise made for 
them through the system of war pensions. By the National 
Insurance (Part I Amendment) Act of 1915 some provision 
was accordingly made for the rehef of Approved Societies 
from the financial strain involved in the payment of full benefits 
to those of their ex-service members who were in receipt of 
pensions in respect of total disablement. 

In such cases the Act prescribed the reduction of sickness 
benefit by 5s, a week, and the suspension of disablement 
benefit, while the full pension continued. This reduction in 
insurance benefits was taken into account in the revision of 
pension scales which was simultaneously effected. 

The arrangements thus instituted continued in force until 
the begiruiing of 1917, when, as a result of greater experience 
in dealing with the needs of invahded men, a second revision 
of pension rates was found to be desirable ; and a corresponding 
modification of the insurance benefits payable to certain classes 
of pensioners was necessitated, effect being given to the new 
arrangements by the National Insurance (Part I Amendment) 
Act of 1917. Under the new pensions scheme permanent pen- 
sions at full rates were to be awarded for certain injuries not 
necessarily involving total incapacity for work; hence, to 
avoid possible injustice to those men who, while receiving these 
pensions, yet found themselves able to resume employment, 
the 1917 Act provide^ that the reduction of sickness benefit, 
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and the suspension of disablement benefit, should cease in 
the case of a pensioner upon proof being afforded, to the 
Approved Society concerned, that subsequent to discharge 
26 and 104 weeks respectively had been spent in insmable 
employment, and that the corresponding number of contribu- 
tions had been paid. 

Gratuity in lieu of Pension. 

The other main modification of the pensions scheme was the 
substitution of a gratuity for a pension in the case of certain 
men discharged on account of nervous disorders, on the ground 
that the receipt of a pension would have the detrimental effect 
of estab'hshing such men in a conviction that they were unfit 
for work ; while the regular receipt of sickness benefit would 
operate in similar fashion. It was therefore decided that any 
gratuity exceeding a certain figure should be increased by the 
Ministry of Pensions by the equivalent of 26 weeks’ sickness 
benefit, and the Act of 1917 provided that in the case of a man 
awarded a gratuity (partly or wholly in respect of temporary 
total disablement) of not less than £30, no sickness or disable- 
ment benefit should be payable until proof had been given of 
26 weeks’ insurable employment since discharge, and of the 
payment of the corresponding number of contributions. 

Recoupment to Societies of the Cost of Benefits to Disabled Men. 

Despite these measures of alleviation, considerable appre- 
hension was still felt by Approved Societies as to the effect 
on their funds of the claims of disabled ex-service men. It 
need hardly be remarked that such contingencies as these 
which now arose as a result of the war were unprovided for in 
the actuarial basis of the National Insurance scheme ; and 
as a large proportion of the male insured population of military 
age was serving in the forces, some sort of ad hoc adjustment 
seemed to be reqiiired which would throw the financial burden 
of these claims upon the State as a whole. The justice of this 
principle having been admitted, it remained to devise a means 
of arriving at the monetary amount of the hability to be 
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assumed by the State, i. e. that proportion of the benefit 
payments to discharged men which was considered to be 
Erectly attributable to war service, and which was accordingly 
to be recouped to Approved Societies from the Exchequer. 
A process of individual scrutiny, with an attempt to decide 
whether each claim was or was not directly due to war service, 
was clearly impracticable ; and the basis ultimately adopted 
was that furnished by an actuarial investigation into the actual 
sickness experience, both before enlistment and after discharge, 
of members of certain societies selected in such a veay as to 
form a representative sample of the whole body of Approved 
Societies. As a result of this investigation the proportion of the 
total expenditure on sickness and disablement benefits paid to 
invalided men discharged during the war to be recouped by 
the State was assessed for the period up to 31st December 
1916 and thereafter annually. It was therefore necessary for 
Approved Societies to keep separate records of the amounts 
paid in sickness and disablement benefits to those of their 
members who came under the operation of the scheme, so that 
by application of the appropriate factor the yearly amount of 
the refund to the society could be determined. 

It is a commonplace of Friendly Society finance that the 
expenditure of a society on benefits is affected by the 
quality of its administration, and it was therefore equitable to 
make the payment of the recoupment grant to an Approved 
Society conditional upon evidence of the satisfactory adminis- 
tration of its National Health Insurance benefits. The various 
improvements in the organization of Committees of Management, 
in systems of scrutiny of claims and sick visiting, and in other 
branches of administration which were effected as a result of 
this condition, could not but redound to the advantage of the 
insured population as a whole ; and in very few cases was it 
found necessary even to threaten the suspension of the grant. 

At the inception of the scheme provision was made for a 
review of the position at 31st December 1920. By that date 
it was possible to consider the situation in the light of the 
information afforded by the first valuation of Approved 
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Societies, and it was manifest that the additional liability 
incurred in respect of benefits paid to discharged men had been 
more than off-set by the financial advantages accruing to 
Approved Societies as a result of other conditions arising out 
of the war. It was accordingly decided that as from 31st Decem- 
ber 1920 the recoupment grant should be discontinued. 

Medical Benefit of Invalided Men. 

The year 1917 saw the inception of an important provision 
for the medical treatment of invahded sailors and soldiers. 
The Minister of Pensions, who, under certain war-time enact- 
ments, was made in a general way responsible for the provision of 
such treatment, requested the Insurance Commissioners to extend 
their existing facilities for medical and sanatorimn benefit to 
those invahded men who were uninsured and therefore in existing 
circumstances inehgible for National Health Insurance benefits. 
Regulations for this purpose were therefore made under the 
enabling section of the National Insurance (Part I Amendment) 
Act 1917, and henceforward medical and sanatorium treatment 
were available to all invalided ex-service men save only those 
whose annual income exceeded the statutory hmit of £160. 
Right of participation in these benefits was therefore automatic 
upon discharge, and the question did not arise, as in the case 
of the ordinary insured person, of the status in insurance ; so 
that it was possible to set up a simphfied system of administra- 
tive procedure. Each man was on discharge provided by the 
Ministry of Pensions mth a form of a simple character, which he 
could complete and hand to any doctor he chose ; the latter 
could then proceed with treatment. 

Tuberculous Sailors and Soldiers. 

An important feature of the war-time activities of the 
Insurance Conunissioners was the provision of sanatorium or 
other necessary treatment to all discharged men suffering from 
tuberculosis ; for shortly after the adnaission to benefit of 
uninsured men within the income hmit, arrangements were made 
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whereby the Commissioners dealt, on behalf of the Ministry of 
Pensions, with the remainder of the uninsured. 

The Commissioners were therefore notified by the naval and 
military hospital authorities of all cases of tuberculous men 
about to be discharged ; and steps were taken, through the 
medium of the Insurance Committee for the area in which the 
patient intended to reside, to secure suitable accommodation 
in each case where residential treatment was deemed by the 
hospital authorities to be essential. Cases not thus certified 
were re-examined by the tuberculosis officer of the Insurance 
Committee concerned, the necessary accommodation being 
provided if the previous verdict was reversed. 

These arrangements were of course subject to the consent 
of patients to accept treatment ; and in this connexion material 
assistance was derived from the authority vested in the 
Ministry of Pensions to make special allowances to the depen- 
dants of pensioners imdergoing institutional treatment, and 
also to reduce the pensions of men who refused to avail them- 
selves of the facilities offered for the improvement of their 
health. 

In severe cases where continued residence in a sanatorium 
was desirable, but unlikely to restore the patient to any great 
degree of working capacity, the responsibility for the eventual 
residential accommodation was undertaken by the Ministry 
of Pensions.' Such cases were therefore reported, by the 
Insurance Committees concerned, to the Commissioners, and 
by them to the Ministry ; arrangements being made to preclude 
any intermission between the respective courses of treatment. 

The satisfactory progress of these arrangements for the 
administration of medical and sanatorium benefits to invalided 
men could only have been achieved by the maintenance of a 
high degree of co-operation not only between the central 
administrations— -the Ministry of Pensions and the Insurance 
Commissioners — but also between the local War Pensions Com- 
mittees and the Insurance Committees. An additional measure 
to secure that all invalided men were afforded every possible 
opportunity of receiving adequate treatment was the insertion 
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of a new clause in the ‘ agreement ’ between the Insurance 
Commissioners and the medical profession, whereby insurance 
practitioners were required to advise patients who needed 
special treatment of the facilities for such treatment afforded 
by the War Pensions Committees ; and at the same time to 
give, for the guidance of the body in question, a brief report 
on the patient’s health. 

Special Grants to Insurance Committees. 

These special arrangements with regard to the treatment of 
tuberculous men involved considerable additional charges on 
the Sanatorium Benefit Funds of Insurance Committees, and 
to relieve the strain funds were set up by ParHament from 
which grants were made if the Committee applying for assistance 
satisfied the Insurance Conunissioners that the treatment was 
promptly and satisfactorily administered to those in need of it. 

Financial modifications, 1919. 

The general arrangements described in the preceding 
paragraphs remained in force without substantial alteration 
throughout the actual war period with which this short history 
deals ; but it may not be out of place to refer very briefly to 
certain modifications, chiefly financial in character, which were 
introduced at the beginning of 1919. While the work of pro- 
curing the necessary treatment for tuberculous ex-service men, 
and of maintaining a close liaison for that purpose with the 
naval and military hospital authorities and the Ministry of 
Pensions continued to be performed by Insurance Committees, 
the financial responsibility was transferred directly to the 
Exchequer by the constitution of a central fund called the 
Discharged Soldiers’ Sanatorium Benefit Fund. Into this fund 
was paid from National Health Insurance funds, in respect of 
each case dealt with, the average amoimt which those funds 
would provide for the sanatorium treatment of an ordinary 
insured person, the whole further cost being borne by the 
Exchequer. 

By the Act of 1920 sanatorium benefit was withdrawn from 
the National Health Insurance scheme, and the responsibility 
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for the provision of treatment to persons suffering from tuber- 
culosis was thenceforward transferred to local authorities. 

Remuneration of Practitioners. 

Consideration had also to be given to the representations of 
the insurance practitioners with regard to the medical treat- 
ment of invalided men. It was urged with some reason that the 
treatment of these men represented an additional heavy burden 
not contemplated in the original agreement with the medical 
profession, and that payment for such treatment should there- 
fore be on different terms from that apphcable to the ordinary 
insured population. It was accordingly agreed to set up 
machinery for measuring the extent of the extra burden which 
the practitioners alleged they were now called upon to sustain, 
and with this end in view a system of payment per attendance 
was adopted for the treatment of invahded men. In existing 
cases where the patient was already included on the doctor’s 
list at the ordinary capitation rate, the latter was given the 
option of retaining him on the list or placing him on the new 
basis of payment per attendance. For the purposes of this new 
arrangement a special fund was constituted into which was 
paid the normal allowance for medical benefit in respect of 
each invalided man treated on the attendance basis, the balance 
of the smn required being provided by the Exchequer. 

Administration Expenses — Sailors and Soldiers. 

The enlistment of large numbers of insured men involved 
temporarily a considerable expansion of the administrative 
work of Approved Societies, and, what was more serious for 
the societies, automatically reduced their income for adminis- 
trative purposes by substituting imder this head the low capita- 
tion allowance for a serving man for the normal sum allowed in 
respect of a civihan.^ As the nmnber of enlisted men increased, 
this created an embarrassing problem for the societies which, 

allowance for administration in respect of a civilian was 3s. 5d. a year, 
nut tor a sador or soldier, in whose case there were no benefits to administer except 
he matermty benefit payable occasionally to the wife of the married man, was 
Sa. a year only. 
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in general, found themselves unable to adapt their arrangements 
to the altered conditions by reduction of fixed charges, salaries 
of staff, &c. It was accordingly decided in 1915 to increase the 
maximum amount which might be appropriated for administra- 
tion expenses in respect of serving sailors and soldiers. This 
increase was rendered possible by a revision (justified in itself 
on grounds of equity) of the statutory condition governing the 
Exchequer Grant to the Navy and Army Insurance Fund. 
Under the 1911 Act this grant was fixed at two-ninths of the 
amount which it was estimated would have been expended on 
benefits not provided for serving men, had all contributors in 
the Navy and Army been civilians ; the assumption apparently 
being made that the contributions in respect of these men would 
in general be credited to the Navy and Army Fund, whereas 
in point of fact the majority of the men became from the outset 
members of Approved Societies. Under peace conditions this 
iaequality of treatment as between the Fund and the Approved 
Societies was of no great importance, the number of insured 
service men being but a very small percentage of the total 
insured population ; but upon the transfer of great numbers 
of men — mostly members of Approved Societies — to the fighting 
services, the position threatened to become acute. The finances 
of the Fund were being augmented to an inordinate extent in 
respect of people who in fact were in Approved Societies, while 
the societies, with no financial margin to assist them at that 
stage, were wrestling with increased expenses and depleted 
administration incomes. The position was adjusted by allocat- 
ing to societies the State proportion of the expenditure which 
it was estimated would have been incurred on benefits had their 
serving members remained in civil life, the Navy and Army 
Fund being similarly dealt with in respect of the men for whom 
it was in actual fact responsible. Immediately this step was 
taken a suitable increase in the administration allowance for 
serving men became possible. 
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II. The Insueance of Civilians 

Attention has so far been confined to the adaptation of the 
National Health Insurance scheme to the new conditions 
arising out of the military situation and the discharge from the 
Forces of the diseased and disabled. The changes in the social 
and economic conditions governing the life of the civil popula- 
tion produced insurance problems of equal signi&cance and 
postulated further changes in legislation and administrative 
procedure. 

War Comfemation and Insurance Benefits. 

‘ Compensation ’ which entailed the reduction or suspension 
of the normal sickness and disablement benefits had, before the 
war, been limited to payments under the Workmen’s Compensa- 
tion Act of 1906 ; but upon the passing of the Injuries in War 
(Compensation) Acts, which granted awards in certain cases to 
civilians injured in coimexion with war operations, it became 
necessary to bring these under the same heading of compensa- 
tion where insurance benefits were concerned. This was 
effected by the National Insurance (Part I Amendment) Act 
of 1915, pensions and allowances granted to persons injured 
in merchant ships or fishing vessels as a result of hostilities 
being also included by this Act and the Government War 
Obligations Act of the same year. Machinery was set up 
whereby Approved Societies could be notified through the 
Insurance Commissioners of any such awards to their members. 

Some misapprehension was found to exist among Approved 
Society officials as to the effect on insurance benefits of the 
Workmen’s Compensation (War Addition) Act of 1917. The 
purpose of this Act was to meet the increased cost of living 
by an addition of 25 per cent, to the weekly compensation 
payable to a totally incapacitated workman ; and as this 
provision was regarded as a temporary superimposition on the 
main Act rather than as a substantive alteration. Approved 
Societies were directed to disregard the additional weekly 
payment in determining the rates of sickness and disablement 
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benefits payable to the injured workman, i. e. deductions were 
to be made from these benefits only in respect of the original 
weekly payment under the Act of 1906. 

Insurance of interned, Merchant Seamen. 

Special consideration had to be given to the position in 
insurance of persons employed in the Mercantile Marine. At 
the outbreak of hostilities, merchant vessels lying in enemy 
ports were seized and the crews interned ; while a surdlar fate 
befell those seamen who fell alive into the hands of the enemy 
upon the attack or capture of their craft at sea. The detention 
in captivity of these men in a foreign and hostile country added 
to the difficulties which even in normal times were found to 
attend the maintenance of the insmance of seamen ; and upon 
their eventual release and return to England the men concerned 
were faced with an accumulation of arrears of contributions 
which, until discharged, rendered them ineligible for the 
benefits of which many of them were in immediate need. The 
Insurance Commissioners therefore undertook to credit the 
Approved Societies with the contributions of aU interned seamen 
during the period of internment, thus maintaining the continuity 
of their insurance and safeguarding their title to benefits. The 
money required for this purpose was derived from the accumula- 
tions of contributions on derelict cards — ^the existence of which, 
to some extent, is of course inevitable in any widespread system 
of compulsory contribution. 

Persons engaged in ‘ War work ’ ; Temporary Employment in 
Agriculture. 

The Commissioners had to deal with a series of problems 
on the subject of the hability to insurance of persons who took 
up ‘ war work ’ of various kinds or who were otherwise employed 
in some special capacity to which war conditions gave rise. Such 
a problem arose, for instance, in connexion with the employ- 
ment upon the land of large mnnbers of persons, mainly women, 
who were not ordinarily insured. Many of these were engaged 
in their agricultural work for two or three days only in the week. 
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and were normally entitled to claim exemption from the pay- 
ment of National Health Insurance contributions, although the 
farmer by whom they were employed was required to pay his 
share of the joint contribution. The employer was therefore 
in the position of having to pay contributions in respect of 
a considerable number of occasional workers instead of a small 
number of regular agricultural labourers. To remove the hard- 
ship thus imposed upon farmers who availed themselves of the 
services of volunteers, the National Insurance (Temporary 
Employment in Agriculture) Act was passed in December 1916. 
This provided for the exclusion from insurance of persons whose 
normal occupation was non-insurable and who were temporarily 
employed on agricultural work in the place of men withdrawn 
for military or other war service. Certificates of exclusion were 
obtainable from the Insurance Commissioners through post 
offices and by other means ; and upon the production by a 
worker of such a certificate, the farmer was relieved of the 
necessity of paying Health Insurance contributions in respect 
of that worker. A large number of certificates were issued, 
the vast majority of them to women, and the Act may be said 
to have met the case of the persons for whom it was intended. 
At a later date in the war period there was established a more 
systematic method of recruitment for land workers, women 
being engaged and trained for whole-time service by the Board 
of Agriculture. The majority of the women enrolled under this 
later scheme did not come within the scope of the Temporary 
Employment in Agriculture Act, being drawn from insurable 
occupations to which they would revert on the completion of 
their land service. During the time of training, when the 
women were not in receipt of wages and therefore not liable to 
compulsory insurance, the Board of Agriculture undertook to 
maintain the continuity of their insurance by paying the full 
contributions. 

Insurance of Q.M.A.A,C., Sc. 

Another class of women whose insurance position gave rise 
to special problems m the administration of the Acts was 
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Queen Mary’s Army Auxiliary Corps and the corresponding 
services of the Navy and Ah Force. The personnel of these 
corps did not fall within the scope of the legislative enactments 
with regard to the insurance of the armed forces, but were 
subject while serving in the United Kingdom to the ordinary 
provisions as to the insurance of civilians. Many of the women 
had been previously insured, but there were also those whose 
service in the corps was their first experience of insurable 
employment. Some ‘ adnunistrators ’ and other officers were 
exempted from insurance by reason of their employment being 
of a non-manual character and at a remimeration in excess of 
the limit of £160 per annum. Women serving overseas were 
not liable to insurance, but in the case of those who had been 
previously insured arrangements were made under the Act of 
1918 to preserve the continuity of their insurance and to main- 
tain their title to benefits on their return without the inter- 
polation of fresh ‘ waiting periods ’. This was secured by the 
payment of a reduced weekly contribution throughout the period 
of non-insurabihty. 

Insured Persons who took up Temporary Non-insurable Employ- 
ment. 

Apart from the difficulties and complications involved in 
the withdrawal of men from civilian life and the entry into 
insurable employment of large numbers of women and others 
not called upon to serve in a naval or military capacity, 
problems arose in connexion with the position in insurance of 
those members of Approved Societies who took up temporary 
non-insurable employment in connexion with the war. Nor- 
mally, such persons would, speaking broadly, have been 
regarded as going out of insurance after one year had elapsed 
from the date on which insurable employment ceased. The 
circumstances of these cases, however, were clearly special, 
and it was decided that where the change in conditions of 
employment was of a purely temporary character and the 
original status would be reverted to at the termination of 
hostilities, the insured person should be granted the privilege 
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of remaining in insui'ance and allowed on his return to redeem 
arrears at a reduced rate. This improvised method continued 
until the situation was regularized by the Act of 1918, which 
made arrangements for maintaining the continuity of such 
persons similar to those previously described in the case of 
previously -insured members of the Q.M.A.A.C. The ‘ war 
occupations ’ to which the provision applied were prescribed, 
the list including employment under the British Red Cross 
Society, volunteer canteen organization, contractors to the 
naval and military authorities, and other bodies whose 
employees were exempted from insurance on such grounds as 
the absence of a contract between employer and employed, the 
situation overseas of the work, or the possession by the employ- 
ing authority of a certificate of exception. The weekly con- 
tributions* necessary to maintain the insurance were 4d. and 
3d. in the case of men and women respectively, and in several 
cases arrangements were made with the employing authority 
for the payment of these contributions on behalf of the insured 
persons concerned. 

Exemptions from Insurance. 

The changes in employment and in other social and economic 
conditions resulting from the war had the effect of raising a 
large number of questions on the subjects of insurability and 
exemption from insurance. Some of these have already been 
briefly dealt with, but there were others arising more directly 
out of the definitions of the various grounds on which exemption 
could be claimed. Thus a considerable number of discharged 
soldiers drawing army pensions advanced claims for exemption 
as being in receipt of uneaimed income of an annual value of 
£36 or upwards, but it was thought advisable in such cases to 
point out that exemption was optional and not compulsory, 
and that the surrender of the advantages of insurance might 
afterwards be regretted. 

A prominent feature of the war period was the temporary 
employment in ‘ war work ’ of various kinds of a large number 
of persons hitherto outside the scope of National Health Insur- 
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ance. Many men and women of independent means, girls who 
had hitherto remained at home without regular occupation, 
and married women normally occupied in the duties of the 
household took up munition work or were employed in a clerical 
capacity in Government or other offices. Many certificates of 
exemption were granted in these cases on the grounds of private 
means or of dependency, in ordinary circumstances, upon other 
persons. 

A considerable number of exemptions were also granted on 
the grounds that livelihood was normally obtained from an 
occupation not scheduled as insxirable employment, the appli- 
cants being chiefly business men, clergymen, and other members 
of the professional classes who undertook work of national 
importance, and Belgian refugees earning their living in this 
country during their temporary exile. 

Exemption of Temporary Army Nurses. 

Special mention may be made of the grant of a certificate 
of exception to the Army Coimcil in 1914 in respect of temporary 
nurses employed for the duration of the war. The usual condi- 
tion for the grant of such a certificate — ^that some form of pro- 
vision is made for the payment, in cases of continued sickness, 
of an allowance equivalent to the National Health Insurance 
disablement benefit — was waived in view of the special character 
of the case, but the position of previously-insured jaurses, on their 
discharge, was safeguarded by the condition that the War Office 
was to make the payments necessary for the resumption of full 
benefits without feduction in consequence of arrears. After 
the passing of the 1918 Act this arrangement was secured, as 
a matter of law, by the inclusion of these nurses in the ‘ war 
occupations ’ arrangement. 

Effect of the War on. the Deposit Contributors* Fund. 

The conditions of employment prevailing during the war 
had their effect not only upon the membership of Approved 
Societies, but also upon the number of persons of both sexes 
who had elected to be Deposit Contributors. The number of 
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men of this class naturally diminished as the war advanced, 
but the decrease was more than counterbalanced by the large 
number of women who, by taking up war work of various 
kinds, became hable to insurance but preferred not to join 
Approved Societies. At the close of the war the position was 
reversed. With the cessation of their war activities many of 
the women who had temporarily been engaged in insurable 
employment lapsed from insurance, while the nmnber of male 
Deposit Contributors was increased by the influx of considerable 
numbers of discharged and demobilized men who had not been 
members of Approved Societies, and who were not retained, on 
grounds of ill-health or incapacity, in the Navy and Army 
Insurance Fund. Many of these men transferred, however, 
at a later date to Approved Societies. 

Disabled Men undergoing Training. 

Reference may be made to the position in insurance of 
disabled men undergoing training courses. The training was 
given both by private firms and in Government institutions, 
comprehensive schemes being developed as time went on by the 
Industrial Training Department of the Ministry of Labour. The 
men under instruction fell into two main classes — ^those who 
received a Government allowance for their maintenance during 
the training period, and those who in lieu of this, or in addition, 
were paid by their employers. The former class were not 
required to be insured, but in the latter it appeared that a 
contract of service or apprenticeship existed and the employ- 
ment was accordingly insmable. The position of ex-officers and 
men undergoing training for land work under the auspices of the 
Ministry of Agriculture was similarly dealt with. 

Insurability. 

Many questions of insurability arising purely out of temporary 
war conditions were dealt with administratively and not under 
the formal procedure of the original Act. In a large number of 
cases the determining factor as to liability to insurance was the 

1569.5S n 
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nature of employment — ^whether manual or non-manual — and 
in the latter case, whether the rate of remuneration was in excess 
of the statutory limit. Many and varied considerations arose in 
connexion with industries of all kinds, the steady rise in wages 
continually complicating the position in regard to classes 
of workers whose insurance position had not hitherto been in 
doubt. When, as in the earlier days of high prices was generally 
the case, the increase in wages took the form of a ‘ war bonus ’ 
addition to the substantive amount, it was in many instances 
decided temporarily to continue the insurance of non-manual 
workers notwithstanding that they might actually be re- 
munerated for the time being at a rate in excess of £160 a year, 
and also to ease the difficulty of discriminating between manual 
and non-manual labour by ascribing various border-line forms 
of employment to the former class without seeking a legal 
decision. 

These measures of working agreement were arrived at by 
consultation with representatives of the employers and work- 
people of the more important industries, and were regarded as 
temporary expedients to meet the unusual conditions prevailing. 
It became clear, however, as time passed that the increased 
rates of remuneration could no longer be regarded as purely 
temporary, and it was therefore desirable to regularize the 
situation by introducing legislation which should ensiue the 
retention within the scope of National Health Insurance of those 
types of workers for whom the provisions of the original Acts 
were intended. As matters stood, not only were Approved 
Societies coirfronted with a continually decreasing membership 
on accoimt of members’ earnings exceeding the annual limit, 
but also many workers expressed dissatisfaction at thus passing 
out of national insurance and losing the advantages of its 
various benefits. Accordingly, by the Act of 1919 the wage- 
limit was raised in the case of non-manual workers from £160 
to £250 a year, such persons, however, as were thereby brought 
into insurance for the first time being given the right to claim 
exemption. Manual workers remained liable to insurance 
irrespective of the amount of their annu^ earnings. 
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Increase of Benefits and Contributions. 

The continual faU in the purchasing power of money gave 
rise, a little later, to a demand for a general increase in the 
benefits of the scheme. This was effected by the Act of 1920, 
under which the benefits of all insured persons were increased 
by about 50 per cent., the contributions of the insured and their 
employers being correspondingly raised. 

Outworhers. 

The monetary disturbance gave rise to difficulty in regard 
to the contributions of ‘ outworkers ’, i. e. persons who take 
out work from employers to be performed in their own homes 
or workshops. The conditions of employment of this class are 
in many cases such as to make the ordinary system of payment 
of contributions with reference to each week of employment 
unsuitable, and regulations permit the payment of contribu- 
tions on the basis of ‘ units of work ’, these representing, in each 
trade, the estimated earnings of an average outworker over a full 
week. During the years tmder review, the general rise in 
industrial wages necessitated the increase, in the case of 
certain trades, of the monetary ‘ units of work ’ as settled 
before the war. 

Cotton Operatives. 

Consideration had to be given to the position in insurance 
of cotton operatives who were unemployed as a result of the 
restrictions of the Cotton Control Board, but who received 
certain pajments from the Board’s funds. There was no legal 
habihty on employers for payment of contributions in respect 
of their employees who were workless, although in some cases 
contributions were paid ; and to ensure that operatives should 
not fall out of benefit while thus situated, arrangements were 
made in 1918 that the funds of the Control Board should be 
drawn upon for the payment of contributions and the Hquida- 
tion of any arrears which had been incurred through the 
operation of the scheme. 
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Insurance of Belgian Refugees. 

The arrival in the country of many thousands of Belgian 
refugees and their subsequent employment in various industries 
raised the question of their position in relation to national 
insurance. The whole subject was considered, with other 
problems created by this influx, by a Departmental Committee 
appointed by the Local Govermnent Board, which reported 
that Belgians employed in this country under a contract of 
service were liable in the ordinary way to compulsory insm’- 
ance ; although it was, of course, possible in many cases to 
claim exemption on the ground that hvehhood was ordinarily 
obtained from emplo 3 nnent in Belgium. Detailed information 
on the subject was afforded by the Commissioners to the 
persons affected. 

The number of Belgians wishing to claim exemption was not 
large ; the great majority, on being absorbed into industries 
of various kinds, entered insurance either as members of 
Approved Societies or as Deposit Contributors. The numbers 
in this latter category were so large as to indicate that con- 
siderable misapprehension prevailed as to the more advan- 
tageous status — ^membership of an Approved Society ; and to 
supply the needs of the refugees in this respect the ‘ Union 
Beige ’ was founded in 1916, as an Approved Society exclusively 
for their accommodation. The society was formed under the 
auspices of the Belgian Government, and was managed by 
Belgians, the rules being printed m French and Flemish. 
There can be no doubt that the formation of such a society 
enured greatly to the advantage of these refugees, to many of 
whom, unfamihar with the English language, the complexities 
of National Health Insurance could ordinarily only have been 
productive of confusion and misunderstanding. At the termina- 
tion of hostilities the ‘ Union Beige ’ was found to have served 
its purpose, most of its members returning to their own country ; 
and it was accordmgly dissolved as from 30th Jime 1919. 
Provision was made for the State Insurance engagements 
of those who remained in England to b^ taken over by another 
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society ; while members returning to their own country were 
notified by public advertisement that they might apply for 
a refund of contributions as if they had been deposit con- 
tributors. 

III. Miscellaneous Questions arising out oe the War 

Winding-up of Societies of Enemy Aliens. 

The provisions of the Defence of the Realm Act were 
applied to wind up the affairs of a few societies whose member- 
ship consisted mainly of enemy aliens, the insurance of the 
remaining members — ^neutrals, British-born wives of German 
nationals, &c. — being transferred to a new society formed for 
that purpose. 

Societies {Suspension of Meetings) Act, 1917. 

An example of ad hoc legislation necessitated by the abnormal 
conditions of war- tune is furnished by the Societies (Suspension 
of Meetings) Act of 1917, passed to relieve societies in certain 
circumstances of the necessity for their usual annual meetings. 
Various causes contributed to the difficulty which Approved 
Societies were experiencing in this respect. Many of their 
active members were on military service ; others were engaged 
in work of pressing national importance ; the depleted manage- 
ment staffs were wrestling with an ever-increasing volume of 
duties ; while in the case of members and delegates residing in 
distant parts of the country, the necessary railway travelling 
was difficult and expensive. To alleviate the exigencies of the 
situation, authority was given to the Commissioners by the 
Act of May 1917 to entertain applications from Approved 
Societies for permission to suspend general meetings, and to 
sanction such a proceeding upon the production of satisfactory 
proofs of inexpediency. By a provision of the Act, such sanction 
could also be given retrospectively in respect of any failure to 
hold a meeting before the passing of the Act. Similar powers 
were vested in the Registrar of Friendly Societies with regard 
to bodies under his supervision, including the friendly societies. 
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which in a great number of cases had also become Approved 
Societies, and therefore had a State side as well as a voluntary 
side. The Act provided that where a meeting had been sus- 
pended the Committee and officers at the time holding office 
should continue to do so until circumstances again permitted 
the holding of a meeting at which an election could take place. 

A considerable number of societies availed themselves of 
the provisions of the Act, both during the period of actual 
hostilities and in the time of transition to peace conditions 
which followed the Armistice. As conditions became easier, 
and the difficulties in the way of holding the meetings gradually 
grew less, it was felt necessary by the Commissioners to exercise 
very careful scrutiny in regard to apphcations, many being 
dismissed on the grounds that the alleged difficulties had not 
been adequately proved. The last successful application was 
made in August 1919. 

Suspension of Insurance Committees', <&c.. Elections. 

Considerations similar to those which brought about the 
Societies (Suspension of Meetings) Act led to the postponement 
during the war period of the elections of Insurance Conunittees 
and other bodies concerned with the local administration of 
National Insurance. 

Finances of Insurance Committees. 

The enlistment of large numbers of insured men, the entry 
of many women into insurance for the first time, and the 
return to civil hfe of discharged sailors and soldiers had the 
effect of comphcating the work of Insurance Committees in the 
administration of medical and sanatorium benefits, and from 
this and other causes coimected with the war expenditure rose 
above its normal level. At the same time the income available 
to the Committees for their administration expenses was 
reduced, since the number of enlistments largely exceeded the 
number of new entrants into insurance, with a consequent 
falling off in the receipts from capitation grants in respect of 
persons entitled to medical benefit. This state of affairs led in 
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1918 to the supplementing of the usual yearly State Grants by an 
emergency grant from the Exchequer, such grant to be applied to 
any deficiency which might remain on a Committee’s adminis- 
tration account after other available moneys had been utihzed. 

Transfers of Membership. 

A feature of National Health Insurance administration 
which pre-war experience had shown to involve considerable 
labour both to societies and to the Insurance Commissions 
was the system of transfers of membership between Approved 
Societies. In view of the xmiversal depletion of staffs during the 
war, representations were made in 1915 to Approved Societies 
and the general insured public urging the restriction as far as 
possible of transfers of membership, and providing that transfers 
should normally take effect only at the end of a half-yearly 
contribution period. The response to this suggestion was 
considerable, the nrunber of transfers effected during the 
subsequent years of war showing a marked and progressive 
decrease. A natural reaction followed the cessation of hostilities 
and the retrun to more normal conditions. 

Doctors and Military Service. 

It fell to the Insiurance Commissioners to protect the 
position of insurance practitioners who were absent on military 
service. There was considerable danger that such men might 
return to then practices only to find that the majority of their 
insurance patients were seeking medical service elsewhere, and 
to minimize this possibility regulations were made whereby 
insured persons on the list of a practitioner holding a commis- 
sion in H.M. Forces could only change their doctor upon what 
were regarded, by the Medical Service Sub-Committee of the 
Insurance Committee concerned, as reasonable grounds. 

The recruitment of large numbers of doctors for service in 
the Royal Army Medical Corps, and the enlistment of medical 
students who would in normal times have supplied the gaps 
made in the profession by death or retirement, naturally raised 
problems of considerable importance in relation to National 
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Health Insurance; and it was necessary for the Insuiance 
Commissioners to establish a close liaison with the Central 
Medical War Committee, a body set up to deal with all problems 
arising out of the war with regard to the medical profession. 
In particular the Committee was responsible for the supply of 
officers for the R.A.M.C., and with it lay the final decision in 
cases of doctors applying for exemption from mihtary service 
on grounds other than conscientious objection. In order to 
secure that an adequate medical service should as far as 
possible be maintained for the insured population, arrange- 
ments were made whereby the Commissioners were consulted 
in every case ; and information was obtained both from the 
Insurance Committee concerned and from the local Medical 
War Conunittee before a decision was arrived at as to whether 
or not the doctor should take up medical service with the 
Forces. As the military situation grew more acute, the Insur- 
ance Commissioners were able to lend material aid to the 
Central Committee in this survey of the medical position 
throughout the country. 

The position was complicated by the fact that the thickly 
populated industrial areas requiring a concentrated medical 
service often contained a large proportion of young medical 
men who were most suitable for active service. The influenza 
epidemic of 1918 in fact necessitated some applications to the 
National Service authorities for the immediate return to civil 
fife of doctors in the Forces, and, after the Armistice, for the 
rapid demobihzation of those whose professional services were 
most lugently required in their former civilian sphere. 

The stress of war conditions, while thus introducing various 
difficulties into the work of the Insurance Medical Services, 
cannot however be regarded, on balance, as having been 
prejudicial to the insured. The wide and varied experience of 
those practitioners whose services were required in the field 
of war, and the changed circumstances of the work of those to 
whom it fell to carry on their professional duties at home, were 
bomid to be of advantage to those to whom they subsequently 
ministered. 
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Chemists and Military Service. 

The question of the military service of chemists needed 
similar attention, and here again it was necessary for the 
Commissioners to aid the noihtary authorities, and at the same 
time to watch the interests of the insured population by main- 
taining, through the agency of the Insurance Committees, close 
supervision over the pharmaceutical services of the country. 

Effect of the War on Insurance Staffs. 

The staffs of the Insurance Commissioners themselves, of 
Approved Societies and of Insurance Committees, were con- 
tinually being depleted by the ever-increasing demand for 
men of military age. Owing to the immaturity of the National 
Health Insurance scheme, the proportion of young men engaged 
in its administration, both in the Government Offices at head- 
quarters and in the local centres of insurance — Approved 
Societies and Insurance Committees — was pecuharly high ; 
while the number of officials qualified by training and experience 
to assume positions of responsibility was also limited by the 
short period during which the scheme had been in operation. 
An adverse feature of the situation was the considerable degree 
of complication introduced into the original scheme by the 
manifold adaptations required to meet the special conditions 
arising out of the war. Those officers of societies and Insurance 
Committees who remained to carry on the work of national 
insurance looked for instruction and gxiidance in these new 
problems to the inspectors of their districts ; and on these 
officials fell the duty of advising the thousands of new entrants 
into insurable emplojnnent, and their employers, in regard 
to the stamping and surrendering of cards and other procedure. 
Discharged sailors and soldiers who had got into difficulties 
by losing touch with their Approved Societies, and invalided 
men whose insurance was complicated by conditions as to 
pensions and allowances, also required assistance. In these 
ch’cumstances, therefore, the work of the inspectorate inevitably 
became more administi-ative in character than in normal 
circumstances would, have been the case ; and it was not 
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possible to continue in full degree the comprehensive surveys 
of employment to ensure the proper payment of contributions, 
which were normally the outstanding feature of the inspectors’ 
work. 


IV. Other War-time Activities of the National 
Health Insurance Commissioners 

The Commissioners were able to assist the national cause 
in the inception or furtherance of various war activities which 
did not per se fall within the ambit of National Health Insurance, 
but in regard to which its machinery could be of special service. 

Medical Treatment of Persons employed in Works of War Con- 
struction. 

Upon the outbreak of war the War Office commenced the 
construction of hut camps, on SaUsbury Plain and in other 
military centres, for the accommodation of the newly enlisted 
armies during their training. For this work thousands of 
workmen were obtained from all parts of the country, their 
temporary dwellings converting thinly populated areas into 
dense centres of activity ; and arrangements were necessary 
for the provision of adequate medical facilities for the workmen 
employed. Had all the men been ehgible for medical benefit 
under the Health Insurance scheme, the problem would have 
been comparatively easy of solution ; but this was not the case. 
An arrangement was therefore made whereby medical treat- 
ment was provided for all and sundry by the insurance 
authorities, the cost of treatment of those men who were not 
entitled to medical benefit being borne by the War Office. 
An indisposed workman had therefore merely to present 
himself at the medical hut of his construction camp to receive 
treatment from the doctor in attendance there, the question 
as to whether the Insurance Commission or the War Office was 
financially responsible being left for subsequent investigation. 
The arrangements for the attendance of doctors and the pro- 
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vision of treatment were in the hands of the local Insurance 
Committees. 

Similar arrangements were made in the case of large bodies 
• of workmen engaged in the construction of factories under the 
Ministry of Munitions. 

Scheme for Free Medical Treatment of Sailors’ and Soldiers’ 
Dependants. 

The Insm'ance Commissioners participated with the British 
Medical Association and the Pharmaceutical Society in the 
operation of a scheme for the provision of free medical services 
to those dependants of sailors and soldiers who were in need, 
medicine and surgical appliances being supplied to applicants 
at cost price. The whole charge of this scheme was borne by the 
National Rehef Fund. The Naval and Military Dependants 
(Medical Treatment) Committee, consisting of representatives 
of the three bodies previously mentioned, enlisted the support 
of doctors and chemists in aU parts of the country, and the 
scheme was administered by the Local Representative Com- 
mittees set up for the prevention of relief of distress, in con- 
junction with the local branches of the Soldiers’ and Sailors’ 
Families Association. These bodies were supplied with ‘ medical 
books ’ for distribution to dependants of sailors and soldiers 
who were unable to pay for treatment ; these books contained 
the names of the doctor and the chemist to whom the applicant 
was to apply, and a number of prescription forms which after 
use were detached and sent to the Pharmaceutical Society. 
Here they were priced and passed to the Naval and Military 
Dependants (Medical Treatment) Committee for payment from 
the funds supplied by the National Relief Fund authorities. 

The scheme was in operation for nearly two years, ceasing 
in August 1916 upon the transfer to the War Pensions, &c.. 
Statutory Committee of the functions of the National Rehef 
Fund in relation to distress among sailors’ and soldiers’ families. 
In that period 400,000 medical books were issued, the number 
of prescriptions dispensed being considerably over a milhon. 
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Approved Societies and the War Loans. 

Approved Societies were given every encouragement to 
support the national cause by placing in the War Loans the 
moneys issued to them by the Commissioners for investment, 
and instruction was provided on the subject of the purchase 
and conversion of bonds and stocks. Departmental activities 
in this connexion were not confined to funds arising under the 
National Insurance Acts. Many friendly societies and trade 
unions had uninvested funds of considerable amount, and it 
was decided to bring to the notice of these bodies the oppor- 
tunities which presented themselves for investment in the War 
Loans. Correspondence was entered into with each of the 
thousands of societies and unions of whose existence there was 
official knowledge, the work being directed by the Chief Actuary 
to 'the National Health Insurance Joint Committee and by the 
Registrar of Friendly Societies. As a result of this enterprise 
considerable sums were invested in the new securities. 

Maintenance of Medical Supplies. 

The National Insurance authorities were entrusted dm-ing 
the war period with the responsibility of maintaining the 
country’s drug supplies, both for use at home and for the 
needs of the Army Medical Services. Consideration had to be 
given to the problem of replacing by home production the large 
quantities of drugs foi’merly imported from enemy countries, 
and the co-operation of certain members of the Royal Society 
was enlisted both in procuring the supplies irnmediately neces- 
sary, and in encouraging drug production on a larger scale in 
this country. 

Medical Research Committee. 

Reference may be made here to the activities of the Medical 
Research Committee. This body, with the Advisory Council 
for Research, was established to administer the parliamentary 
grant for research purposes and was responsible to the National 
Health Insurance Joint Committee. The schemes which had 
been framed by the Committee under conditions of peace were 
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largely suspended, the Committee placing their resources at the 
disposal of the authorities responsible for the conduct of the 
war, and devoting their attention to medical questions of 
national urgency. As a result of their activities valuable 
advances were made in the study of infected wounds and of 
antiseptics, of typhoid, cerebro-spinal fever, and other diseases. 

On the formation of the Ministry of Health, the Committee 
was reconstituted as the Medical Research Council, responsible 
to a specially formed Committee of the Privy Council. This 
is not the appropriate place to discuss the work of the Com- 
mittee in any detail, but tribute must be paid to the intense 
labours of its members in the development of medical and 
surgical science to meet the pressing needs created by the war. 

V. Problems of the Armistice Period 

The conditions of stress under which the administration of 
National Health Insurance was carried on during the war were 
followed, after the Armistice, by the manifold problems atten- 
dant upon the return to civil life and the reinstatement in 
ordinary insurance of large numbers of members of Approved 
Societies, and the changes in conditions of employment involved 
in the cessation of war activities at home ; while the prepara- 
tions for the first valuation added their quota to the volume of 
work with which Approved Societies had at this period to cope. 
Special mention may perhaps be made of the duties placed 
on societies by the introduction at the end of 1918 of the Out-of- 
work Donation Scheme to make provision for ex-service men 
and women, and also for civilian workers, against imemploy- 
ment during the transitional period following the close of the 
war. A condition of the grant to civihan workers of insurable 
age was their abihty to show, by the production of National 
Health Insurance cards, that they had been employed con- 
tributors at least three months before the inception of the new 
scheme ; with the result that Approved Societies were inundated 
with appeals for assistance in establishing the position of 
persons who, through their own previous neglect, were unable 
to produce the necessary proofs of insurance. The services 
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which societies were able to render in this connexion were of 
great value in the administration of the donation scheme. 
The attention of societies had also to be directed to the arrange- 
ments made to prevent recipients of the donation from falling 
into arrears in respect of their insurance. To obviate this 
contingency the contribution cards of persons drawing the 
donation were impressed week by week with official record 
stamps, which were treated as ordinary contributions in deter- 
mining the insured person’s title to benefit and the amount of 
the contribution moneys to be claimed by Approved Societies 
from the central department. The amount of these ‘ notional ’ 
contributions was provided by the Exchequer. 

VI. The Effect of the War on Approved Societies 

AND THEIR MEMBERS AS REFLECTED IN THE VALUATION 

Results. 

Valuations of Approved Societies. 

One of the most important provisions of the 1911 Act was 
that which prescribed a triennial valuation of the assets and 
liabilities of every Approved Society and of every branch of 
an Approved Society transacting National Insurance business 
as a separate unit. Under normal conditions the first valua- 
tions would have been made as at 31st December 1915, but the 
circumstances of the time rendered a postponement inevitable. 

First Valuations — as at 31st December 1918. 

Upon the cessation of hostilities at the Armistice, the 
necessary machinery was set in motion for a valuation as at 
31st December 1918. The Approved Societies and the Insur- 
ance Departments were still working with the depleted staffs 
which military necessities had enforced upon them, and, not- 
withstanding this, the postings to the membership registers and 
the completion and audit of societies’ accoimts, which had in- 
evitably fallen into arrear during the war, had now to be carried 
through in a much shorter space of time than would normally 
have been available. 
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The valuation of each of the Approved Societies and branches 
recognized as separate units (numbering over ten thousand) 
was carried out, with what dispatch was permitted by these 
somewhat untoward circumstances, by professional officers of 
the Government Actuary’s Department appointed as ‘ valuers ’ 
by the Treasury in accordance with the Act of 1911. 

The vast majority of valuations disclosed a smplus, and 
it was in most cases possible to declare some part of this surplus 
as immediately available for distribution to members in 
additional benefits. With the issue of each valuation report 
advice was given to the society or branch as to the various 
ways in which that part of the surplus certified as disposable 
could be utilized for the further benefit of its members. 

While the rationale of the periodical valuations is the 
necessity for the application of actuarial tests to the workings 
of the National Health Insurance system, the main interest 
of this first investigation, from the point of view of the present 
volume, lies in the fact that its results display the effect upon 
the financial position of Approved Societies of the special social 
and economic conditions experienced during the war by the 
insured community. 

Membership of Approved Societies. 

Statistics of changes in the membership of Approved 
Societies during the period October 191S-December 1918 are 
given in Table 2, p. 223. It is to be observed that while the 
proportion of men to women in insurance is approximately 
two to one, the recorded deaths among men during the period 
covered by the table were over seven times those recorded 
among women, and the net increase in the number of insured 
women, due to developments in the sphere of female employ- 
ment necessitated by the conditions of war, was roughly twice 
the corresponding figure for men. Moreover — ^though the table 
does not show this — ^married women were responsible for nearly 
three-quarters of this increase, and their niimbers increased 
during the period by 75 per cent, as against 5 per cent, in the 
case of unmarried women and widows. 
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General Emergence of Surpluses. 

The outstanding feature of the valuation results themselves 
was the fact that in the vast majority — some 96 per cent. — 
of cases, surpluses were disclosed, the average amount of surplus 
per member in these cases being £1 Is. 8d., as compared with 
an average deficiency of 5s. per member in the few societies or 
branches whose assets were found to be insufficient to meet 
their liabilities. This general exhibition of surplus was largely 
due to the prevalence, during the war period, of conditions which 
favoured the emergence of profits on the original estimates. 
It will be convenient, therefore, to review in turn the several 
sources of valuation profit or loss as affected by war conditions. 
Tables will be found on pp. 223-225. General results for the 
whole body of Approved Societies will be dealt with through- 
out; it must be borne in mind that the experience of any 
individual society or branch may have differed widely from the 
average. 

Sickness. 

The fact that the total expenditure of Approved Societies 
on sickness benefit was weU within the actuarial estimate 
(see Table 5) is to be ascribed to a variety of causes. Foremost 
among these must be placed the high degree of industrial 
activity prevalent during the war years ; high wages and 
abundant employment seldom fail to exercise a beneficent 
influence upon the volume of claims for sickness benefit. The 
general determination to exert every effort in the national 
cause must also be presumed to have had a considerable effect ; 
many competent observers feared a subsequent reaction, but 
aU agreed that during the war the need for sustained industrial 
effort had overborne a mass of minor physical disability which 
in normal circumstances would have been productive of claims 
upon the societies. 

The arresting influence of the influenza epidemic of 1918 
upon the progressive decline of sickness benefit expenditure 
is apparent in Table 3, but it will be seen that the total claims 
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even of that year did not reach the high figures of the first two 
years in which benefit was payable. 

Disablement. 

With regard to disablement benefit, Table 8 shows that the 
claims of both men and women were rapidly rising throughout 
the war years, whereas Table 5 shows that the amount actually 
expended by the societies was considerably less than the sum 
for which provision had been made. These results might appear 
in some degree incompatible, but in fact there is no inconsis- 
tency, the explanation of Table 3 being found in the fact that 
the system of National Health Insurance had been established 
only a short time before war broke out. An inherent featm’e 
of disablement benefit is the gradual development of the 
liability from the date at which the benefit is introduced until 
the insured community is in a more or less stationary condition 
and claims m respect of continued sickness are emerging at a 
normal rate. The benefit first became payable in July 1914, 
and the cost has continuously and inevitably increased from 
that year onwards. The rate of increase has not, however,, 
been such as was expected and it is to be presumed that 
influences set up by the war have definitely retarded the 
growth of the claims and thus have resulted in the greater part 
of the saving shown in Table 5. 

Maternity Benefit. 

A comparison of the actual payments made by Approved 
Societies in respect of maternity benefit to the wives of insmed 
men and to employed women is of interest as reflecting the 
results of the reduced birth-rate during the war. The actual 
benefit payments are seen to be considerably less than those 
which an exact realization of the valuation conditions would 
have produced, the extent of divergence from the estimate being 
especially marked in the case of women’s insurances. It is not 
improbable that to some extent the claims for maternity 
benefit will permanently be lower than the number provided for 
on the valuation standard, but there can be no doubt that the 
large difference in the years tmder review is in great measure 
a reflex of war conditions. 
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Mortality, 

It may be thought that because the system of National 
Health Insurance does not provide a death benefit the financial 
position of Approved Societies cannot be affected by any 
question as to the death-rates among their members. This, 
however, is far from being the case. The actuarial basis of in- 
surance against sickness and similar contingencies, in providing 
for the future claims for benefit, has to include assumptions as 
to the deaths that wiU occur in the insured community as its 
members pass from age to age. Should the mortality actually 
experienced fall short of the assumed standard, a loss is sus- 
tained, for the experience predicates the survivance of an 
abnormal proportion of the members to the older ages at which 
claims for sickness and invahdity benefits are heaviest. Per 
contra, an excessive mortality, by lessening the prospective 
number of survivors to the older ages, vrill react favourably 
upon a society’s finances. 

The records of societies show that the deaths of men 
under the age of 40 (i. e. broadly speaking, the deaths among 
men of mihtary age) numbered 419,000 against an ‘ expecta- 
tion ’, computed on normal conditions, of 212,000. While the 
difference between these figures is very significant it is certain 
that it fails to give a complete measure of the war mortahty. 
There is reason to beheve that the number of members of 
Approved Societies who lost their lives in the war is over 
half a million, and it has been established that many deaths 
on active service had not been recorded as such in societies’ 
registers up to the time when the valuations returns were 
compiled. 

The figures available are sufficient, however, to show that 
some part of the total surplus brought out by the valua- 
tions was due to the reduction of liabilities resulting from war 
deaths. 

Contribution Income. 

The financial basis of National Health Insurance assumes 
that contributions will not be paid in periods of sickness or 
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unemployment ; and it was therefore to be expected, in view 
of the low rates of sickness experienced in the valuation period 
and the high degree of industrial activity prevailing, that the 
actual receipts of contributions would show a substantial 
excess over an estimate based on normal conditions. This was 
found to be the case in the majority of societies. That it was 
not shown universally is due to special conditions affecting 
certain societies which need not be considered here. 

Interest. 

The very large interest profit disclosed by the valua- 
tions was due to the excess over the valuation rate of 3 per cent, 
of the actual yield obtained on societies’ invested funds. This, 
of course, was a direct result of the war. The original estimate 
was that the average interest yield, taking into account both 
invested and uninvested funds, would be 3 per cent, per annum. 
When war broke out the scheme of insurance was in its infancy 
and the accumulated funds were relatively insignificant. 
Depreciation of securities, so serious in its effects on long- 
established institutions, was thus a matter of little consequence. 
On the other hand, as funds accumulated — ^to the extent of 
several millions a year — ^the rates of interest at which they could 
be invested proved to be far in excess of the original expectation. 
This condition continues and bids fair to have a pronounced 
effect on the finance of National Health Insurance for many 
years to come. 

Conclusion. 

The large amounts of the surpluses acquired by Approved 
Societies are evidently due in great measure to the special 
conditions set up by the war. It is sincerely to be hoped that 
a wise use will be made by the societies of the resources which 
these conditions have placed at their disposal. In one signi- 
ficant respect the war has diminished the utility of the system 
of National Health Insmance to the present generation. The 
results of the valuations, had the latter related to the experience 
of a period of normal conditions, would have formed a useful 
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basis for the prosecution of many promising inquiries into social 
conditions. These must now be postponed ; it is evident that 
substantial progress in this direction cannot be made until the 
experience of a period free from disturbances introduced by the 
war can be brought under observation. 

Nor is the future outlook free from disquieting elements. 
Unemployment is widespread and still covers the industrial 
world with heavy clouds. Contributions for National Health 
Insurance have accordingly fallen seriously and great numbers 
of insured persons are heavily in arrears and subject, for the 
time being, to diminished benefits. But, indeed, for an Act of 
Parliament obtained in 1921 (the Prolongation of Insurance 
Act) great numbers would have wholly lost the protection of 
the system through inabihty to contribute. Not until normal 
conditions have returned, if even then, will it be possible to 
review the position completely and to form a balanced opinion 
on the consequences of the war to the useful and eminently 
pacific branch of social activity with which this memoir deals. 


FRIENDLY SOCIETIES 
Introduction 

In any attempt to review the history of friendly societies 
during the war, it must be borne in mind that the term ‘ friendly 
society ’ covers an extensive variety of institutions which, 
although having in common the object of providing their 
members with certain benefits in times of adversity, difier 
widely in regard to the methods by which this purpose is 
achieved. Thus, while the predominating feature of friendly 
society work is the provision of weekly allowances during 
sickness and the payment of sums on death, the transactions 
of many organizations being practically confined to these two 
main forms of insurance, some societies provide in addition 
other benefits of a more special character in contingencies of 
less general incidence. Again, a feature of the friendly society 
system which has become very prominent in recent years is 
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the combination of mutual protection with individual saving. 
Thus, in addition to the many societies which transact life 
and sickness insurance in accordance with actuarial principles, 
there are the two large classes of ‘ deposit societies ’ and 
‘ dividing societies ’, wliich provide similar benefits but conduct 
their affairs on quite different bases. Tlie deposit societies 
may be said to combine the features of insurance with those of 
a savings bank, the surplus contributions, after payment of 
benefits and management expenses, being allocated annually 
to the individual accounts of the members, who may withdraw 
theh deposits under certain conditions. In the case of the 
dividing societies the banking element is absent, and the 
responsibihties of investment are avoided. The contributions 
are fixed at substantially more than the expected requirements 
of the benefits, the balance of the resulting fund after all claims 
and expenses have been met (and subject to a small reserve) 
being divided periodically (yearly as a rule) among the members. 

From the viewpoint of organization, friendly societies, other 
than those of the two special forms just described, may be divided 
into two main types. First in importance come the various 
fraternities of ' Oddfellows ■■ Foresters ’, ^ Rechabites ’, and 
so on, each consisting of local branches which enjoy such 
symbolic appellations as ‘ Lodge ’, ‘ Court or I Tent ’, and 
which are affihated to each other to form the ‘ Order ’. In 
societies of this type the primary contract with the member is 
generally made by the branch, while above the branch is the 
‘ District ’, a body governed by representatives from the 
branches in each particular area. The functions of the ^ District ’ 
are chiefly administrative, though it frequently acts as an 
instrument for the mutual re-insurance of the death-benefit 
contracts of its constituent branches. The ‘ Order ’ itself, the 
directing body of the society, is governed by representatives 
of the Districts. The functions of the Order, like those of the 
Districts, vary considerably in the different fraternities; for 
example, in. some ca^es members are insured for death benefit, 
not with their Lodges or Courts, but in a Centralized Oi-der Fund. 

Next in importance to the Affiliated Orders there are the 
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centralized societies. A large proportion of friendly society 
work is carried on by these institutions, which, with head- 
quarters in London or one of the large provincial towns, perforna 
their transactions with members either by post or through 
local agents. In addition to these main groups there are some 
thousands of small societies whose operations are for the most 
part purely local. 

A feature occasionally found in the operations of friendly 
societies is that of limitation of membership to persons employed 
in some commercial undertaking or engaged in a particular 
trade. The rules of other societies impose such qualifications 
for membership as total abstinence from alcohol, or adherence 
to some particular religious denomination. 

The many points of difference which distinguish the various 
groups composing the friendly society system must be borne 
in mind in reading the pages which follow. 

I. The Position of the Enlisted Member 

The matter of chief interest in om survey is that of the 
action taken by the societies to preserve the membership of 
those of their constituents who were called upon or who volun- 
teered to serve in the forces. Few realized, at the outbreak of 
hostilities, the magnitude of the struggle to which the country 
was committed, and the leaders of the friendly societies, 
guided by the precedent of the special arrangements they had 
made in connexion with the South African War, proceeded to 
lay their plans on the assumption that they would have to deal 
only with a small proportion of their membership. 

They were not, of course, under any legal compulsion 
to move, but patriotic manifestations were taking shape on 
every side and it was natural that that of the friendly societies 
should assume the fraternal form of assisting those of their 
members who were called upon, or felt impelled, to go out in the 
country’s cause. Their action was practical also, for neither 
the soldier’s pay (at that time) nor the conditions of his life 
were conducive to the maintenance of such purely civilian ties 
as were expressed in the regular remittance of contributions 
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to a friendly society; while the circumstances made it 
problematical at least as to what benefits he could derive, for 
the time being, from his membership. 

With all these considerations in view, numerous societies 
undertook to pay the contributions of their serving members. 
To provide the necessary funds levies were imposed upon the 
civilian members or subscription lists opened to which they 
were asked to give ; in some cases the relief accorded to the 
serving members was undertaken at the cost of the fxmds of 
the society, no other steps being taken. 

It was, however, not long before circumstances rendered 
these methods of dealing with the situation impracticable ; 
as more and more men joined the forces the maintenance of 
their contributions became a burden which the continually 
decreasing body of civilian members found it, in most cases, 
impossible to sustain, and an alternative method of procedure 
was required. To this end, therefore, many of the societies 
providing benefits in sickness and at death adopted the rule 
that members serving in the Navy or Army would not 
be held liable for contributions during their absence from civil 
life, and that death benefit, but not sickness benefit, should be 
payable on their assurances ; while members serving in the 
Territorial Forces, or any of the bodies mentioned in Section 412 
of the Friendly Societies Act 1896,^ were allowed to take advan- 
tage of the rule if they so desired. A number of societies, 
however, adhered to the system of paying service members’ 
contributions for them ; and in certain of the AfiEiliated Orders 
procedure was not uniform throughout the Order, some branches 
continuing to pay their service members’ contributions while 
others adopted a rule of the form outlined above. 

In some societies levies on the civilian membership were 
again imposed to provide fimds for the payment of death 
benefit in cases coming under the new rule ; in many instances, 
however, the payments were simply made from the general 
fimds of the society. The usual practice in the Affiliated 

^ This section of the Act protects the interests of members of friendly societies 
enrolled in naval or military volimteer bodies. 
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Orders was the spreading of the liability over the whole society 
by the formation of central funds raised by levies on the funds 
of districts or branches, payment of war death claims being 
made from the central fund. A large number of dividing 
societies combined to form the ‘ Federated Societies Life Insur- 
ance Fund ’ for the re-insurance of the death risks of their 
members on active service. This society completed its opera- 
tions early in 1919, after an existence of over four years. 

A few individual instances of the precise methods of treat- 
ment of their service members adopted by societies will be of 
interest. 

The Hearts of Oak Benefit Society, finding that the plan 
of payment of service members’ contributions was financially 
impracticable, adopted in 1916 the usual plan of relieving such 
members from the payment of contributions and of suspending 
their sickness benefit, unless they chose to continue their 
payments as usual. In 1918 the more stringent policy was 
adopted of requiring service members to pay the contribu- 
tions for management and for all benefits other than sickness 
benefit ; but as hostilities ceased within a few months of 
the enforcement of this new provision, its effect was small. 
It may be mentioned that the levy on members for the 
purpose (under the plan adopted at the outset) of paying the 
contributions of those serving had perforce to be continued 
to the end of 1920 in order to liquidate the deficiency which 
the employment of this method in the early years of the war 
had produced. 

The Ancient Order of Foresters, after experimenting with 
the scheme of payment of service members’ contributions, 
also adopted the usual rule, in conjunction with a system of 
re-insurance of war death risks. The Order itself repaid to 
its local organizations the death benefits claimed in respect of 
serving members or their wives, deriving the funds necessary 
for this purpose from levies upon the local funds based on their 
respective liabilities in respect of death benefits. 

The Manchester Unity of Oddfellows at the outbreak of 
war imposed upon aU adult civilian members a ‘ War Con- 
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tribution ’ of Jd. per week for the purpose of paying the con- 
tributions of members serving with the coloms; but, as in 
the case of the societies to which reference has already been 
made, the Unity was soon compelled to resort to the less 
generous alternative. The normal contribution was consider- 
ably reduced in the case of serving members, and the right 
to sickness benefit was suspended for the time being. Actually 
the serving members were freed from contributions altogether, 
the reduced amounts with which they were chargeable being 
met out of the levy on the civilian members, which for this 
purpose was continued throughout the war and for some time 
afterwards. As in the case of the Foresters, this society took 
another important step. It was impressed by the possibilities 
of the unequal incidence of the claims for death benefit upon 
the local funds, and arranged accordingly to spread over the 
whole organization a substantial part of the liability of local 
branches in respect of war deaths. This was effected by means 
of a ‘ War Mutual Liability Fimd ’ maintained by a levy per 
head of membership on local funds. 

Many Oddfellows and members of other societies who 
possessed the option to do so elected to continue the 
payment of full contributions during their service with the 
forces, and thus maintain their title to aU benefits ; and 
presumably there must have been a considerable number of 
cases of payment of sickness benefit for prolonged periods to 
wounded or invahded men. One deposit society, which main- 
tained throughout the war the scheme of paying the contribu** 
tions of all members serving abroad, except those who preferred 
to continue their own payments, disbursed a considerable sum 
in this way. Incidentally it may be noted that the ever- 
increasing drain of death benefit drove this society to take 
the protective measure of requiring new members joining during 
the war period to give a written undertaking that the society 
should not be liable for payment of the amount assured in 
the event of their death as a result of naval or military service. 

The practice of societies was general in providing for the 
automatic reversion to original status, upon return to civil 
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life, of men whose membership had been partly suspended 
during service, such men being reinstated in title to full benefits, 
subject of course to the resumption of contribution payments. 

By the end of the war the various special funds set up to 
provide the contributions or benefits of serving members had, 
generally speaking, assumed insignificant proportions, due in 
some cases, no doubt, to the fact that the levies from which 
these funds were maintained were regulated from time to time 
to keep pace with requirements. In most of these cases the 
accounts of the special funds seem to have been closed and such 
balances as remained transferred to other funds of the society. 
One of the larger dividing societies, on the other hand (and 
there may be other similar instances), maintained its special 
fund after the conclusion of the war as an ‘ Ex-Service Members’ 
Fund ’ ; and another large society continued to levy its 
members in the years following the Armistice for the purpose 
of rendering assistance to the disabled. 

Other societies found themselves less fortunately situated 
as a result of their efforts on behalf of their service members. 
We have already mentioned the case of the ‘ Hearts of Oak ’, 
in which the levy to provide the contributions of service 
members had to be continued long after the scheme had been 
abandoned in favour of a more practicable alternative. A 
further instance is afforded by the Independent Order of 
Rechabites ; this Order adopted the plan of re-imbursing to its 
District funds the death benefits of serving members, collecting 
a levy for the purpose from its ‘ Tents ’, i. e. branches sub- 
ordinate to districts. The sums so collected appear, however, 
to have been quite inadequate, as levies were, in 1923, still 
being paid to wipe out the heavy deficiency in which the Order 
was involve^. 

We may conclude this section of our subject with a few 
figures supplied by the societies concerned and indicative of 
the extent of their operations in connexion with their service 
members. 

The Manchester Unity of Oddfellows estimates the number 
of its members, normally resident in the United Kingdom, 
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who served with the forces at approximately 200,000, or 25 per 
cent, of the corresponding membership. Levies on civilian 
members to pay the contributions of those who were serving 
totalled about £475,000, and a further amount of about half 
this figure was paid out from the Mutual Liability Fund in 
respect of members who lost their lives in consequence of the 
war. This does not, however, represent the full amoxmt of 
the death claims resulting from the war, for only £8, or about 
two-thirds of the average death benefit, was re-insured with the 
central body under the scheme. 

Of the members of the Ancient Order of Foresters in the 
United Kingdom 147,000 were in 1918 sei'ving in the Navy or 
Army, this figure representing nearly 25 per cent, of the civilian 
adult membership. In the first year of the war the Order repaid 
about £40,000 to its local organizations in respect of contribu- 
tions for members on service, and in subsequent years refunded 
death benefits to the extent of £214,000. 

At its maximum in 1918 the number of members of the 
Hearts of Oak Benefit Society serving with the forces was 
nearly 83,000, or 20 per cent, of the total membership. Levies 
amounting in sill to over £80,000 were required to pay the 
contributions of serving members under the plan originally 
adopted by the society, while up to the middle of 1921 the 
amount spent in claims in respect of these members was 
£170,000. 

II. The General Effects of War Conditions on 
THE Societies 

While, as we have shown, considerable drafts were made 
upon the funds of the societies, and in some cases upon the 
pockets of their members, to meet conditions attributable 
directly to the war, it is not to be inferred that on the whole 
the position of the societies has been adversely affected by the 
consequences of the war. Apart from relief from sickness 
claims due to the temporary suspension of this benefit in the 
case of serving members, there appears to have been a con- 
siderable decline in the claims ; and at the time of writing, so 
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far as can be learned, these have not again risen to the pre-war 
standard, despite the retinn to civil life of many thousands of 
members to whom pensions have been awarded for wounds, 
injuries, or disease attributable to the war or aggravated by 
service conditions. This is an entirely satisfactory experience 
and confirms that of the system of National Health Insurance. 
Facts have disposed of the gloomy forebodings of those who 
predicted that to the normal horrors of war would be added 
a general and permanent lowering of the vitality of the industrial 
population, and a general increase in the claims upon sickness 
insurance funds. 

In one respect the friendly society system has received 
a direct advantage from war conditions, and an advantage 
of such a character as materially to affect its future financial 
prospects. The general level of the rate of interest obtainable 
from new investments has been substantially raised, and as 
friendly societies are exempt from the liability to pay income- 
tax this gain has not been discounted, as it has in the case of 
the individual citizen, by the demands of the State. Deprecia- 
tion of existing investments has, moreover, been a minor factor. 
The friendly societies have always invested largely on mort- 
gages, both of property and rates, and have therefore escaped 
in respect of much of their funds, in respect, indeed, of the whole 
in thousands of cases, the heavy reductions in capital value 
which have been suffered by Stock Exchange securities. 
Increased rates of interest have been obtainable from many 
existing investments, and numbers of eases are discernible in 
which the considerable accumulations of the societies are 
producing from 1 to 2 per cent- above the pre-war level. 

There is, indeed, httle to be said and no anxiety to be 
expressed as to the marks of war upon the financial position 
of the British friendly societies. The real interest of the 
subject lies in the steps the societies took to adapt theii’ under- 
takings to the circumstances of the time and to meet the 
practical requirements, in the sphere of insmance, of those 
of their members who were called upon to serve with the 
forces. It is hoped that the brief recital of those measures 
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here set forth will suffice to show that in theh own limited 
sphere the societies acted not only with an adequate grasp of 
the needs to be satisfied but in a spirit to justify their tradi- 
tional basis of fraternity. That this is so can hardly be gainsaid 
when it is realized that in one important instance, to which 
reference has been made, the civilian members taxed them- 
selves to the extent of nearly half a million pounds in order to 
maintain the membership of their serving brethren free of 
contributions. 
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The following tables are taken from the Report by the Government 
Actuary on the Valuations of the Assets and Liabilities of Approved 
Societies as at 31st December 1918. [Cmd. 1662.] 

TABLE 2 

Summary of Changes in the Membership of Approved 
Societies before the first Valuation Date 



Men 

Women 

Total 

No, of entrants up to October 1913 . 


10,283,523 

4,788,261 

15,071,784 


Men 

Women 




Add : 

New entrants and re-en- 
trants 

Transfers from other Socie- 

2,519,841 

3,520,649 




ties, &c. 

566,015 

304,064 

3,085,856 

3,824,713 

6,910,569 







13,369,379 

8,612,974 

21,982,353 

Deduct • 

Deaths .... 
Transfers to other Socie- 

744,849 

104,987 




ties .... 
Transfers to Deposit Con- 

305,406 

112,689 




tributors Fund . 

3,678 

1,421 




Cessations for other reasons 

1,632,345 

2,826,200 

2,686,278 

3,045,297 

3,731,576 




No. of members at 31st December 1918 

* • 

10,683,101 

5,567,677 

16,250,778 


TABLE 3 

Expenditure by Approved Societies on Sickness and 
Disablement Benefits 


Year 

Men i 

Women 

Sickness 

benefit 

Disablement 

benefit 

Sickness 

benefit 

Disablement 

benefit 


£ 

£ 

£ 

£ 

1913 

4,369,499 

— 

2,127,274 


1914 . 

4,952,840 

143,283 

2,070,808 

44,139 

1915 . 

4,333,554 

607,167 

1,672,752 

265.851 

1916 . 

3,954,883 

787,348 

1,418,182 

379,345 

1917 

3,782,302 

869,606 

1,399,767 

443,814 

2918 . 

4,442,604 

909,617 

1,726,871 

494,823 
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TABLE 4 

Valuation Results. General Statement of Profits and 
Losses on the Basic Estimates 


Source of profit or loss 

Profit 

Loss 

Men 

Women 

Men 

Women 


£ 

£ 

£ 

£ 

Sickness 

4,964,000 

1,622,000 

228,000 

57,000 

Disablement . 

3,559,000 

209,000 

12,000 

100,000 

Maternity 

1,321,000 

413,000 

72,000 

7,000 

Mortality 

162,000 

13,000 

1,206,000 

619,000 

Cessation of Insurance . 

1,686,000 

1,855,000 

— 

— 

Marriage 

— 

666,000 

— : 

4,000 

Widowhood . 



4,000 

. _ j ! 

V 

52,000 

_ J 

Contributions 

Interest in excess of 

586,000 

2,912,000 

3 per cent. 

1,571,000 



Administration 

Interest on valuation sur- 

200,000 



plus or deficiency 

1,214,000 

6,000 

Miscellaneous items 

2,591,000 

168,000 

Total . 

22,636,000 

5,443,000 


TABLE 5 

Sickness and Disablement Benefit Claims. Comparison of 
Expected and Actual Payments 

(The amounts shoiro in this table are net sums after the deduction of State grants.) 



Sickness benefit 

Disablement benefit 




Percentage 


1 

Percentage 


Expected 

Actual 

of actual to 

Expected 

Actual 

of actual to 



expected 

1 


expected 


£ 

£ 


£ 

£ 


Men 

24,280,984 

19,544,318 

80 

6,124,349 

2,578,125 

42 

Women 

8,010,757 

6,446,085 : 

80 

1,326,882 

1,217,217 

92 

Total 

32,291,741 

25,990,403 

80 

7,461,231 

3,795,342 

51 
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TABLE 6 

Maternity Benefit Claims. Comparison of Expected and 
Actual Payments 


(Net amounts, after deduction of State grant.) 



Expected 

payments 

Actual 

payments 

Percentage 
of actual to 
expected 

Men’s insurances 

£ 

6,297,389 

£ 

5,047,822 

80 

Women’s insurances 

1,121,334 

714,826 

64 

Total . 

7,418,723 

5,762,648 

78 


TABLE 7 

Comparison of Expected and Actual Mortality (exclusiye 
OF Ages over 70) 


1 

Expected 
number of 
deaths 

Actual 
number of 
deaths 
(as recorded) 

Percentage 
of recorded 
actual to 
expected 

Men : 

Under age 40 

212,246 

419,363 

198 

Age 40 and over 

450,967 

308,626 

68 

Women .... 

180,477 

103,276 

57 

Total . 

843,690 

831,265 

99 


Note. — ‘ Expected ’ payments or numbers, as shown in the foregoing tables, are 
respectively the sums for which provision was made, or the numbers expect^ to 
arise, on the basis of the Sickness and Mortality Tables employed in the Valuation. 
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UNEMPLOYMENT INSURANCE IN THE WAR 
AND AFTER 


The outbreak of war in August 1914 found the scherae of 
Unemployment Insurance, embodied in Part II of the National 
Insurance Act of 1911, just settling down into regular operation. 

This scheme was the first serious attempt at compulsory 
insurance against unemployment in any country in the world. 
It had no precedent ; it had been introduced in face of many 
doubts as to whether unemployment could ever be treated 
successfully as an insmable risk ; it was avowedly experi- 
mental, with a low scale of benefits and a scope limited 
to manual workers in a few specified trades — building and 
construction of works, engineering, shipbuilding, construction 
of vehicles, and saw-miUiag. 

For each week of employment in these ‘ insured trades ’ 
a contribution of had to be paid by the workmen and an 
equal amount by the employer ; these contributions were paid 
by the employer’s purchasing a 5d. insurance stamp, afibdng 
it to an unemployment book carried by the workman, and 
deducting the workman’s contribution from his wages. The 
State added one-third of the joint contributions of the employers 
and workmen, that is, Ifd. a week or one-quarter of the total. 
All contributions were paid into an Unemployment Fund 
managed by the Board of Trade. The benefit provided was 
a payment of Is. a week for fifteen weeks in a year, limited 
further by the provisos that no one should get more than one 
week’s benefit in respect of every five contributions paid by 
him, and that no benefit should be paid for the first sue days 
of any period of unemployment. To obtain benefit the work- 
man had to show that he was unemployed, able to work and 
not able to obtain employment ; these conditions were applied 
in practice by requiring him to claim benefit at a Labour 
Exchange, to sign a register there daily during working hours. 
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and to accept suitable work offered to him through the Exchange 
on pain of losing his benefit. The machinery of administration 
was thus provided by the Government Labour Exchanges, 
established by the Board of Trade, under an Act of 1909, 
though there was a subsidiary provision allowing members of 
trade unions, which made arrangements for the purpose, to 
draw their State benefit through the union together with such 
benefits as the union provided. 

The number of persons in the insured trades included in 
the compulsory State scheme was about two and a quarter 
millions, of whom only a few thousands were women. In order 
to encourage voluntary insurance, both outside the insured 
trades and for additional benefits within these trades, the State 
undertook to repay to any approved association of workmen 
one-sixth of any sums expended by it from its own resources 
on unemployment benefit. In practice the only associations 
making provision for their unemployed members and able to 
claim this grant of one-sixth were trade unions. 

The scheme briefly described above had come into operation 
from July 1912 for contributions and from January 1913 for 
benefits. During the year and a half of full working, from 
January 1913 to July 1914!, trade had been good and unemploy- 
ment below the average ; contributions had exceeded benefits 
and the Unemployment Fxmd had accumulated a balance of 
more than three million pounds. 

The outbreak of hostilities on 4th August 1914 gave a 
shock to trade and industry. The percentage of unemployment 
in the trade unions rose from 2’8 at the end of July to 7*1 at 
the end of August ; in the ‘ insured trades ’ the corresponding 
figures were 3-59 on 31st July and 6*28 on 4th September. An 
ofificial fund for the relief of distress of all kinds due to the war 
was opened, under the presidency of the Prince of Wales, and 
drew large subscriptions. For unemployment a system of 
‘ Emergency Grants ’ to trade unions was introduced ; these 
grants were confined to societies qualified for the repayment 
of one-sixth under the National Insurance Act and were 
additional to such repayments. 
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The anticipation of widespread unemployment which led to 
these and other measures was soon dispelled. The drain of 
men into the new armies began in the first weeks of the war. 
It was followed by the demand of the munition factories for 
labour and stiU more labour. From the beginning of September 
1914, unemployment began to fall ; by the end of the following 
January the trade union percentage had beaten all records for 
that month and was less than two, and by the end of July 
was less than one. The Emergency Grant scheme became 
practically inoperative after the end of 1914 and was formally 
ended in May 1915 ; altogether £88,000 was paid by the State 
imder the scheme, nearly the whole of it for unemployment in 
the cotton trade during the first five months of war. For 
three and a half years the problem of unemployment vanished 
from public sight completely and all but completely in fact ; 
the trade tmion percentages of unemployment in 1916, 1917, 
and 1918 were 0*4, 0*6, and 0*8 respectively. The corresponding 
percentages for persons covered by the Unemployment insur- 
ance scheme were 0-6, 0‘6, and 0-7. 

Yet it is interesting to note, as a crucial instance of the 
irreducible minimum of unemployment, even in face of a large 
unsatisfied demand for labour, that the disappearance of 
unemployment was never complete. Throughout those years 
of war a measurable percentage of unemployment persisted ; 
throughout those years the trade \mions and the employment 
exchanges found themselves paying benefit to persons unem- 
ployed, able and willing to work, and unable to obtain suitable 
employment. The benefit paid out under the limited unem- 
ployment insurance scheme in 191S, a year of good trade, was 
£412,000 ; and in 1914 was £627,000 ; the corresponding 
figures for the four years 1915 to 1918 (including from September 
1916 those insured under the Munition Workers Act described 
below) were £167,000, £52,000, £49,000, and £84,000. The 
lowest for any month was £1,846 in October 1916. These figures 
were trifling in proportion to the income of the fund ; the 
nimber of persons paying contributions fell slightly as men 
joined the army in the first years of the war, but rose again as 
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men and women flocked into engineering and shipbuilding. The 
Unemployment Fund accumulated a reserve, rising steadily 
from £3,211,(X)0 at the beginning of hostilities to £15,200,000 
at their close. 

The problem of unemployment, however, was not wholly 
forgotten. About two years after the war had started it seemed 
worth while to the Government of the day — ^the first Coalition 
under Mr. Asquith — ^to commission a few officials in the Board 
of Trade to consider the industrial problems that would arise 
when the war ended. The first fruit of their consideration was 
the National Insurance (Part II) (Mimition Workers) Bill, 
extending unemployment insurance (i) to all workmen engaged 
‘ on or in connexion with munitions work ’ in any trade (except 
such classes of work as might be excluded by special order), 
and (ii) to all workmen in certain trades — ammunition, 
explosives, chemicals, metals, rubber, leather, bricks — whether 
themselves engaged on munition work or not. Power was also 
given to extend insurance by departmental order to any trade 
or branch of a trade in which a substantial amount of munitions 
work or other work for war purposes was being carried on. 
The Bin was a temporary measure ; it was to expire at the end 
of five years from 4th September 1916 or of three years after the 
end of the war, whichever of these dates was later. 

This measure had a curious history. It passed through 
both Houses of Parhament without opposition and practically 
without conunent, and became law on 4th September 1916. 
Then the difficulties began. The authors of the Act had in view 
at the end of the war a general dislocation of industry and the 
need for practically universal insurance ; they framed a 
measure which under the guise of insuring munition workers 
brought in the whole of many trades and might have been 
extended by order to practically every trade, for no trade was 
without some munitions work. The House of Commons in 
1916 was little interested in what would happen if and when 
the war ended. The employers and work-people engrossed in 
prosperity would not look beyond their noses. The extension 
of insurance so light-heartedly voted by Parliament met with 
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vigorous and successful resistance by one trade after another. 
'The wooUen trade might have been insured completely by an 
extension order, since it contained a large number of munition 
workers : the employers and work-people demanded that they 
should not be insured at all, and secured it by an exclusion order 
cutting out these munition workers. The cotton trade followed 
suit. The boot and shoe trade went one better. It was definitely 
within the Act as part of the leather trades and could not be 
excluded by order ; the employers and work-people went in for 
passive resistance ; they refused to work the Act or to pay 
contributions, and were retrospectively excluded by an Amend- 
ing Act in 1917. In these and other cases the line taken was 
that the trades had unfilled orders enough to keep them busy 
for years after the war, and that if they did have unemployment 
they could provide for it much better by themselves than under 
the State scheme. None of the trades in fact made any serious 
attempt to frame schemes of their own ; employers and work- 
people were content to unite in purely negative opposition to 
officials and the State. The net result of the new Act was to 
bring into insurance 1,100,000 persons, of whom about three- 
quarters were women and girls. They were brought in at the 
old rates of contribution and benefit. In spite of the manifest 
and growing change in the value of money and the rise of money 
wages, proposals by the officials to increase the insurance 
contributions in order to give better benefits found no favour. 

While endeavouring to provide for civilians, the Board of 
Trade was active also in regard to demobilization of military 
forces. As early as 14th December 1915 the Govermnent of 
the day had announced their intention to grant to aU members 
of the forces at the end of hostilities a free policy of unemploy- 
ment insurance for a year. A scheme embodying this proposal 
with plans for registering men on demobihzation and assisting 
them to find employment was worked out during the following 
year by the Board of Trade in consultation with the war depart- 
ments, and was in an advanced stage of preparation, with most 
of the necessary forms and instructions drafted, in December 
1916, when the first coalition Government fell and was succeeded 
by the second Coalition under Mr. Uoyd George. 
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The change of Government carried with it the partition of 
the historic department of the Board of Trade. Food and 
Shipping were taken from it temporarily to form new Ministries, 
which ran their course from 1917 to 1922. Transport was taken 
from it ; whether temporarily or permanently is still uncertain. 
Labour was taken from it permanently ; the formation of a 
Ministry of Labour was one of the promises which secured trade 
union support for the second Coahtion. Of this new Ministry of 
Labour the joint service of Labour Exchanges (which by one of 
the last acts of the Board of Trade had been renamed ‘ Employ- 
ment Exchanges’) and Unemployment Insurance formed in bulk 
by far the largest portion. 

By 1917 it was becoming clear that the change from war 
to peace would be as tremendous as the change from peace 
to war. The new Government, while proposing to carry on the 
war with new vigour and increasing concentration, sought to 
provide for the peace by setting up a Minister and a Ministry of 
Reconstruction. A Committee appointed by this Minister 
reviewed the plans for demobilization of the fighting forces 
already drafted by the departments ; with a few changes they 
were adopted, and were ready to put into action when the 
need arose. To another Committee — ^the Civil War Workers 
Committee — was referred the task of considering and reporting 
‘ upon the arrangements which should be made for the demobili- 
zation of workers engaged during the war in national factories, 
controlled establishments, in other firms engaged in the produc- 
tion of munitions of war, and on Government contracts, or in 
firms where substitute labour has been employed for the dura- 
tion of the war ’. The Committee appointed a Sub-Committee 
to consider the special topic of unemployment insurance, as 
means of providing at the end of the war for ‘ civil war workers ’. 
This term was held to cover two classes t (i) persons on war 
work, i. e. persons engaged on work so closely connected with 
the prosecution of the war that the work itself might be expected 
to cease when the war was not being prosecuted, and (ii) war 
substitutes, i. e. persons replacing temporarily others who had 
joined BI.M. Forces or taken up war work, so that on the return 



IN THE WAR AND AFTER 


235 


of those others they would presumably be displaced, even 
though the work they were doing continued. The Sub-Com- 
mittee came to the conclusion that any attempt to extend 
insurance simply to all ‘ civil war workers ’ as so defined was 
useless and impracticable. They dismissed also as very difficult 
to carry through and quite inadequate, if accomplished, any 
further extension of insurance to selected trades. They summed 
up their conclusions in the folio-wing paragraphs : 

‘ 16. The problem of the “ civil war -vvoi-ker *’ cannot be dealt -vidth 
satisfactorily except as part of the larger problem of unemployment 
after the war. Nor can any limits be set to the extent of that larger 
problem. It is impossible to forecast the course or the incidence of 
unemployment in the I’econstruction period. It is impossible to say 
of any trade that it will not be subject to dislocation at some stage 
or other. 

‘ 17. The reconstruction period should be regarded as one in which 
all trades and occupations are subject to risk and, apart from and in 
addition to all special measures for preventing unemployment itself 
in particular trades, general provision should be made for prevention 
of distress through unemployment by seeing that everybody is insured 
against unemployment. 

‘ 18. On these grounds we are satisfied that the only effective and 
adequate way of meeting the problem is bj'- a scheme of general insur- 
ance designed to cover the whole area of employment. We think it 
probable that a general scheme, in spite of its magnitude, is likely to 
prove less controversial than any attempt to single out particular trades, 
while it makes certain, as no partial scheme would, of really covering 
all the ground and excluding the necessity for hastily improvised 
supplementary measures. 

‘ 19. In this connexion it may be pointed out that if the scheme of 
partial insurance broke down either owing to opposition from the trades 
selected for inclusion or because unemployment proved not to be 
limited to the area covered by insurance, the whole principle of insur- 
ance must be seriously endangered. So far as hardship due to unem- 
ployment is not met by insurance, the Government of the day will 
inevitably be driven to fall back on “ measures for the relief of distress ” 
in other words on a system of doles. It will be impossible in the middle 
of a great crisis to improvise any satisfactory machinery for administra- 
tion, and large sums -will inevitably be spent in the least effective and 
most demoralizing way. At the same time, once it is clear that un- 
imured trades are entitled to public money for the relief of distress, it 
-will be quite impossible to preserve the principle of contributory insur- 
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ance for the trades included under the present schemes. On practical 
administrative grounds, quite apart from any question of principle, 
the method of contributory insurance has the great advantage of 
providing an effective and automatic means of registering and selecting 
the individuals who require assistance. 

‘ 21. We are of opinion, accordingly, that the Minister of Labour 
should be asked to frame definite and detailed proposals for general 
insurance and to give effect thereto as soon as possible. The necessary 
steps to this end should clearly be taken with the least possible delay. 
At this stage it is impossible to foresee how soon the problems of 
demobilization may become concrete and urgent realities. Unless 
a scheme of general insurance is devised and launched at the earliest 
possible date it may be impossible to avoid the disastrous chaos of 
unorganized and improvised methods of relieving distress.’ 

The Sub-Committee not only recommended immediate exten- 
sion of unemployment insurance to practically all employed 
persons ; in an Appendix they gave the outlines of a scheme 
for the purpose.^ Their Report, dated 12th February 1918, 
was unanimously approved a month later by the main Com- 
mittee, comprising employers, work-people, and officials. It 
fell on ears deafened in the desperate climax of the war. When, 
eight months later, the end of hostilities came suddenly, no 
action whatever had been taken on the Report, except to refer 
it to another Committee,^ which in October 1918 repeated the 
recommendation of general insurance of all trades. At the 
Armistice of 11th November not more than one in four of 
the employed population was insured against unemployment. 

Events followed faithfully the com’se foreshadowed by the 
Sub-Committee in the Report which has been cited. The scheme 
of out-of-work donation ’ for ex-service men and women 
which had been worked out in considerable detail, was put into 
force. For the civilian population nothing better seemed 
possible than to improvise a parallel scheme of civilian donation 

^ The Sub-Committee were directly concerned only with the reconstruction 
period, hut reahzed that their proposals must affect the permanent scope and 
organization of msurance. Actually they proposed, as from three years after the 
end of the war, insurance without time limit, with authority given to the Minister 
of Labour, to exclude trades or occupations for which permanent insurance appeared 
undesirable. 

^ The Unemployment Insurance Sub-Committee of the Labour Eesettlement 
Committee of the Ministry of Labour. 
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wliicli replaced insurance for insured and uninsured persons 
alike. In design and administration this scheme exhibited 
inevitable flaws, and speedily acquired the name of ‘ doles 
There followed also, as is well known, a general relaxation of 
Poor Law administration and in some districts sheer extrava- 
gance in out-door relief. Into a ‘ disastrous chaos of unorgan- 
ized and improvised methods of relieving distress ’ the nation 
duly descended. 

The scheme of ex-service donation, as introduced, consisted 
in essence of the grant of a free policy of unemployment insur- 
ance entitling the holder to a maximum of 26 weeks of donation 
during the twelve months following demobihzation (or follow- 
ing 26th November 1918 if he had been demobilized before). 
The quahfication for grant of a policy was service in the Forces 
otherwise than as a commissioned ofiicer, or, in the case of 
women, service as a mobile member (excluding ofihcers and 
ofiicials) of the Women’s Corps who had enrolled under one 
of the fighting services for the duration of the war. The benefit 
was originally 24s. to a man and 20s. to a woman (with 6s. 
for the first child and 3s. for each additional child), but these 
rates were almost immediately raised by 5s. in each case, and 
an extension of benefit for 13 weeks at a lower rate — making 
39 weeks in all in the twelve months — was granted. After the 
first twelve months the scheme was renewed from time to time, 
at the lower rates of 20s. and 15s. without children’s allowances. 
It ended at last on 31st March 1921, nearly two and a half years 
after the Armistice. The scheme was administered through the 
Employment Exchanges, and the conditions for receiving dona- 
tion were practically the same as those for receiving unemploy- 
ment benefit. 

The scheme of civilian donation, though no preparations had 
been made for it beforehand, was improvised in a few weeks, 
was brought into force on the same day as the ex-service scheme 
(25th November 1918), and remained in operation for exactly 
a year. It was modelled closely on the ex-service scheme, with 
similar benefits though for a shorter period, fixed ultimately 
at a maximum of 26 weeks in twelve months. There was 
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between the two schemes one fundamental and inevitable distinc- 
tion. The classes qualified for ex-service donation could be 
defined exactly ; there could be no equally satisfactory defini- 
tion of the civihan classes who ought to get and who needed free 
insurance. Originally all British subjects insured under the 
National Health insurance scheme, and also all British subjects 
who had entered employment at least three months before 
25th November 1918, could claim donation when unemployed. 
Later the right was Hmited to persons who had been employed 
for at least 20 weeks in 1918, and later still (as from 25th May 
1919) to persons who could show to the satisfaction of a ‘ Local 
Employment Committee ’ that they were normally in employ- 
ment, genuinely seeking employment, and unable to obtain it. 
Special measures were taken to deal with particular abuses or 
forms of evasion as they arose. The scheme was brought to 
an end on 24th November 1919. 

The administration of this scheme was the target of much 
popular criticism, which found expression in the press, in obiter 
dicta of police magistrates, and in resolutions of poor law 
authorities. The irresponsible and idle character of most of 
this criticism was effectively shown by an independent Com- 
mittee of Inquiry, xmder the chairmanship of Lord Aberconway. 
The Committee invited the public bodies which had passed 
resolutions of criticism to supply details and give evidence ; 
only one agreed to give evidence, and most said that they had 
passed their resolutions on general grounds or at the request of 
some other authority. 

The Conunittee reported that there was no ground for 
supposing that there has been extensive fraudulent abuse of 
the scheme, and commended the work of the Employment 
Exchanges in making the best of a very difficult task. The 
scheme was admittedly defective at the outset, but ‘ when 
account is taken of the difficulties with which the Department 
had to contend, the process of adopting additional safeguards 
in order to eliminate abuse of the scheme was carried out on 
the whole as speedily as could reasonably be expected ’. 

The number of donation policies issued was something over 
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six million (3,653,000 ex-service and 2,492,000 civilian). The 
expenditure, including administration, was £67,000,000 (about 
£44,000,000 for ex-service and £23,000,000 for civilian dona- 
tion). The number of policies ‘ lodged ’, representing roughly 
the numbers claiming donation as unemployed, rose from 

381.000 at the beginning of January 1919 to a maximum of 

1.093.000 (381,000 ex-service and 712,000 civilian) at the end 
of April, and feU to 479,000 at the end of October, the last full 
month of civilian donation. Ex-service donation continued till 
the end of March 1921, at which date there were still some 

279.000 policies lodged. By that time the general scheme of 
unemployment insurance, under the Act of 1920, was in force 
and the bulk of the ex-service men still unemployed became 
qualified for benefit thereunder. 

Ex-service donation was simple in itself and had been organ- 
ized with some forethought. A less cheerful picture is seen, in 
considering the course of unemployment and the development 
of unemployment insurance itself after the Armistice of 
11th November 1918. The demobilization of the fighting forces 
was a gradual process, and did not begin seriously to affect the 
labour market till the following March, The demobilization 
of the munition trades was more rapid. By the end of 1918 
more than 350,000 civilian donation policies were lodged (as 
compared with 24,000 ex-service policies), and two months 
later the maximum of 782,000 was reached. Then, as more and 
more ex-service men returned, displacing substitutes, the 
position was eased by trade revival. For a few months it looked 
as if the rosy anticipations of the trades which had rejected 
unemployment insurance in 1916 were going to be fulfilled. 
The gaps left in our peace equipment by five years of neglect 
were revealed and had to be made good. Urgent work suspended 
during the war was resxuned ; orders placed but unfulfilled were 
put in hand; prices rose and produced a boom; the trade 
union unemployment percentage in 1919 was only 2-4, and for 
the first seven months of 1920 averaged less than 1*6. Once 
again transient prosperity stood in the way of effective fore- 
thought for coming ^stress. It was thought possible to bring 
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the civilian donation to an end in November 1919 before 
anything had been erected to take its place. Time was found 
for the lucubrations of two more Committees on the subject 
of unemployment insurance. A Committee of the National 
Industrial Conference summoned by the Prime Minister in 
February 1919 agreed that insurance should be universal, but 
failed to agree as to its main principle ; the workers’ representa- 
tives demanded that there should be no contributions from the 
workers. An Inter-Departmental Committee of ofiftcials was 
then set up to frame a scheme and framed one, as they might 
have done at any time since 1916. In December 1919 a Bill 
based on their proposals was introduced, but could clearly 
make no progress in that session. In the following session the 
BUI was reintroduced ; after a slow beginning it made rapid 
and practically unopposed progress under the shadow of coming 
depression. It passed into law on 9th August 1920 and came 
into force on 8th November following. 

By the Act of 1920 insurance against unemployment was 
extended to all employments except agriculture and^ private 
domestic service ; the number of persons so insured in Great 
Britain was about 11,260,000. The scheme of insurance was 
in all important details the same as that under the original 
Act of 1911 ; the statutory conditions and disqualifications 
for unemployment benefit were repeated almost literally. The 
important rule limiting the total benefit that could be drawn 
by reference to the number of contributions paid was retained? 
though the proportion was altered, from one week of benefit 
for every five contributions, to one for every six. As new 
entrants into insurance could under this rule have no claim 
to substantial benefit for some time, it was provided that durmg 
the first year of the scheme insured persons might receive 
eight weeks’ benefit as soon as they had paid four contributions. 
The ^ waiting time i. e. the six first days of each period of 
unemployment for which no benefit was payable was altered to 
three days. The rates of contribution were raised somewhat, 
to a total of lOd. a week for men and 8d. for women from 
employer, employee, and State together, and the benefits were 
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raised rather more, to 15s. a week for men and 12s. a week for 
women. A few minor provisions of the first Act — such as the 
refunds to employers in respect of continuous employment — 
which had given more trouble than they were worth were 
dropped ; as also was the provision for assisting voluntary 
insurance through associations by a grant of one-sixth of the 
expenditure incurred. The only new proposal of any importance 
in the Act of 1920 was the provision allowing for contracting 
out of industries prepared to frame and administer their special 
schemes ; this section has been almost wholly inoperative, being 
formally suspended since July 1921. 

The generahzation of insurance came too late to have any 
chance of meeting the needs or being carried out according to 
plan. Before November 1920 an overwhelming depression of 
trade, following the brief boom, was already upon us ; once 
again, as two years before, the staff of the employment exchanges 
were thrown without preparation into the breach and compelled 
to make the best of an impossible situation. The trade union 
percentage of unemployment rose to 5 -3 in October 1920 and 10 0 
in the following March. The coal dispute sent it up to 23 1 in 
June ; the settlement of the dispute brought little rehef ; for 
twelve months from July 1921 the average was over 16 0, 
and the percentage fell only slowly to 14 0 at the end of 1922. 
These movements were reflected in the work of the Exchanges. 
At the end of November 1920 there were half a miUion persons 
wholly unemployed on the registers of the Exchanges ; two 
months later they had doubled, while another 600,000 were on 
systematic short time and claiming benefit. The nmnber 
registered as unemployed on 28th January 1921 (i.e. all those 
wholly unemployed and those of the short-time workers who 
were actually idle on that day) was 1,276,577. By the 3rd June, 
with the coal dispute added to trade depression, the number 
had doubled and stood at 2,580,429. This was high-water 
mark ; apart from a big seasonal rise each winter the figures 
sank steadily but slowly to 1,885,478 at the end of 1921, 
1,511,377 a year later, and 1,285,623 at the end of 1923. At the 
beginning of June 1924 they reached a minimum at 1,002,915. 

1569.58 t, 
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A falling off of employment combined with changes of adminis- 
tration raised them again to 1,307,000 at the beginning of 1925. 
During the first nine months of that year they fluctuated 
uncertainly, but in October began a slight improvement of 
trade which has brought them to 1,174,000 at the end of 
November 1925. 

The meaning of these figures may be judged by a few com- 
parisons. Five per cent, of the insured persons, a good high 
average figure to take for unemployment in good times and bad, 
would be under 600,000. The highest trade union percentage of 
unemployment previously recorded was 10'7 for 1879, with less 
than 7 per cent, just before and after, while now we have had 
four years, 1921, 1922, 1923, 1924 with percentages of 15-3, 
15-4, and 11-5 and 8-1 respectively. 

How a fuUy matured and established scheme of insurance 
would have fared in so unparalleled a crisis we shall never 
know ; that the actual scheme survived at all is sufficient 
testimony to the ability and devotion of its administrators. 
It did not escape kaleidoscopic changes. 

Within two months of coming into operation the Act of 
1920 had to be amended ; five more amending Acts were passed 
in the next eighteen months to July 1922, one in 1923, three in 
1924, and one in 1925. The last brings up to twelve the number 
of unemployment insurance measures becoming law in five 
years. To describe in detail this shifting maze of legislation 
would only be confusing ; it will be sufficient to indicate the 
main objects in view and the results obtained. 

The chief matters calling for amending legislation were 
the position of those who had made few or no contributions, 
the rates of benefit, and finance. 

It was a fundamental feature of the original scheme, con- 
tinued in the Act of 1920, that the total number of weeks of 
benefit payable to any individual should be proportionate to 
the number of contributions paid by him. Such a rule, however, 
clearly assumed the starting of the scheme in a period of good 
or at least average employment, so that each man should have 
some chance of setting contributions to his credit before 
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unemployment became acute. Most persons insured under the 
Acts of 1911 or 1916 had in fact by November 1920 enough 
contributions to their credit to tide over long periods of unem- 
ployment. They formed, however, less than a third of all 
those covered by insurance. For the other two-thirds insurance 
began in a crisis of unemployment ; a large propoidion of them, 
being unemployed, needed benefit at once for long periods, 
and had no chance of making any contributions at all. The 
concession in the Act of 1920 of eight weeks’ benefit on payment 
of four contributions was quite inadequate to deal with this 
position. It was first amended by a temporary Act passed on 
23rd December 1920, and was later superseded by the system 
of ‘ uncovenanted benefit ’ ^ introduced by an Act of March 
1921. The Acts of 1911 and 1920 provided a covenanted 
benefit, that is benefit to which, subject to f ulfilm ent of 
prescribed conditions, the insured person who had paid the 
requisite number of contributions was entitled. Uncovenanted 
benefit was a discretionary grant which a person who had paid 
no contributions or had exhausted any claim based on contribu- 
tions might obtain, on fulfilling the other prescribed conditions 
and on satisfying a Local Employment Committee that he was 
normally employed in an insured occupation, genuinely seeking 
whole-time employment in it, and unable to obtain it. A 
further requirement was introduced later, that the Minister of 
Labour should be satisfied in each particular case that the grant 
of uncovenanted benefit was expedient in the public interest ; 
this requirement was used till 1924 and is being used again 
under the Act of 1925, to reduce or stop benefit to single men 
and women without dependants, to aliens, and in other cases. 
The first Act introducing uncovenanted benefit, that of March 
1921, set up a ‘ special period ’ of 35 weeks ending 2nd Novem- 
ber, within which a maximum of 16 weeks’ benefit, whether 
covenanted or uncovenanted could be drawn ; by an Act of 
July 1921, a further six weeks of uncovenanted benefit, makmg 
22 weeks in all, was added. On the expiry of this first ‘ special 

^ The terms ‘covenanted benefit' and ‘ nncovenanted benefit’, thongb they do 
not occur in tbe wording of the relevant statutes, are in general use. 
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period ’ a fresh one had to be estabhshed by another Act ; 
subsequent legislation was largely concerned with the renewal 
and definition of ‘ special periods so as to make benefit of some 
sort nearly but not quite continuous. Finally, by the second 
Act of 1924 uncovenanted benefit has been made unrestricted 
in time. 

The rates of benefit have suffered to extraordinary vacilla- 
tions. The rate of Is. a week provided in the original scheme 
had been raised to 11s. for men and women ahke as from 
25th December 1919. The Act of 1920 prescribed as from 
November 1920 rates of 15s. for men and 12s. for women. In 
March 1921 these rates were raised to 20s. for men and 16s. for 
women. On 1st July they were reduced to 15s. and 12s. On 
8fch November they were m effect raised again, being supple- 
mented by an allowance of 5s. for a wife or housekeeper or 
invalid husband and Is. for each dependent child. These 
dependants’ allowances were authorized in the first instance 
for six months ; they were continued by an Act of April 1922, 
but ordy so long as the existing rates of contribution were 
continued, i. e. till the fund should become solvent again. This 
last provision seems nonsensical and was repealed in 1923. 
The second amending Act of 1924 raised the rates of benefit to 
18s. and 15s. respectively and the dependants’ allowance to 2s. ; 
these rates are still in force at the end of 1925. 

The finance of the scheme has naturally given much cause 
for thought. The balance of £15,200,000 in the Unemployment 
Fund at the time of the Armistice grew in the next two years 
to £22,200,000; during the first half of 1919 payment of 
insurance benefit was practically suspended by the donation 
scheme, while, thereafter, till late in 1920 unemployment was 
relatively small, and donation, civilian and military, con- 
tinued to keep the benefit payments down. This balance was 
taken over into the general scheme which came into operation 
in November 1920, and whose expenditure from the beginning 
largely exceeded its income. By the following July the balance 
had disappeared and the fund had to borrow from the Treasury. 
The contributions were raised in July and again in November, 
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when dependants’ allowances were introduced, to the rates still 
in force, viz. 2s. If d. for men and Is. 8f d. for women per week 
from employer, employee, and State together.^ In spite of 
these contributions the fund continued at first to lose and its 
indebtedness to mount, till in March 1923 the debt stood at 
£17,060,000. By that time unemployment, though still high, 
was just past its worst ; the income of the fund began to exceed 
its expenditure and the debt fell steadily, reaching £10,000,000 
in April and £7,500,000 in June 1924. The contributions are 
admittedly higher than are needed over an average of years 
to provide unemployment benefit alone ; the actuarial report 
on the main Act of 1924 contemplates a time when, the debt 
being paid off, a joint contribution of Is. 6d. a week for men and 
Is. IJd. for women wiU cover the benefits, even at the points 
to which they are raised by that Act.^ 

The Labour Government in 1924 made a number of impor- 
tant changes, some of which have already been mentioned 
incidentally. In February the administrative restrictions on 
the grant of uncovenanted benefit to young men and women 
without dependants, aliens, and others were abolished, on the 
general ground that they were inconsistent with the principle 
of a contributory scheme. Two short Acts were passed, the 
first abolishing the ‘ gap ’ of three weeks then arising after 
12 weeks of uncovenanted benefit had been drawn, and the 
second granting an extension of uncovenanted benefit to cover 
the summer. 

These were followed by a more comprehensive Act, passed 
on 1st August. The basic weekly rates of benefit were increased 
as stated. The waiting time was reduced to three days. The 
trade dispute disqualification was amended wdth the object 
of qualifying for benefit the ‘ non-combatants ’ thrown out 
of work in establishments where a dispute takes place, and 

^ As from 1st January 1926 reduced rates come into force, under the Act of 1925, 
amounting to Is. 11c?. for men and Is. 7c?. for women. These reductions are con- 
nected with the new contributory scheme of pensions at 65, and the conse< 3 [uent 
cutting down of the right to unemployment benefit after that age. 

^ Under this Act benefit expenditure largely increased once more and the pro- 
cess of paying off debt stopped. In December 1924 the debt stood at £5,410,000 ; 
in November 1925 it amounted to £7,755,000. 
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of removing the disqualification if the dispute was caused by 
a breach of agreement on the part of the employer. Most impor- 
tant of all, the system of covenanted and uncovenanted 
benefit was remodelled. For the future all benefit was to be 
drawn as of right if the requisite conditions were satisfied; 
the discretion of the Minister to grant or refuse uncovenanted 
benefit was rescinded. There was first to be a period of 
‘ standard ’ benefit, limited in proportion to contributions by 
the ‘ one in six ’ rule and further limited to 26 weeks in the 
year. An applicant exhausting standard benefit could never- 
theless go on drawing benefit, under the name of ‘ extended 
benefit ’, without any limit of time proportionate to contribu- 
tions or otherwise arbitrarily imposed.^ One other important 
change made by this Act was to abolish for the future the 
refunds payable to workpeople who reached the age of 60 with 
a credit of contributions as compared with benefit. At the same 
time compensation for the loss of refunds for the past period 
was granted out of the Unemployment Fund on the basis 
roughly of the ‘ present value of expectations ’ to insured 
contributors aged 50 or over who had paid at least fifty con- 
tributions. If all persons entitled make claims it is estimated 
that the amoxmt of compensation paid will be over £3,000,000. 

The Labour Government of 1924 had to pass its legislation 
through a Parliament in which it had no majority. The House 
of Commons, as the price of assenting to concessions which it 
feared, and in order to make certain that the whole scheme 
should come up again for early review, inserted an amendment 
bringing aU rights to benefit, whether standard or extended, 
to an end on 30th June 1926. This made fresh legislation in 
1925 inevitable. By that time the Labour Government was 

^ This apparent grant of an unlimited period of extended benefit was limited by 
a new requirement, inserted as the first statutory condition for benefit, that no 
benefit at all, whether standard or extended, could be drawn unless thirty contribu- 
tions had been paid since the beginning of the last insurance year but one. This 
requirement in turn was negatived by a power given to the Minister, and freely 
exercised by Mm, to waive compliance with the requirement. The Minister’s power 
of waiving compliance, however, was in turn limited by time ; under the main 
Act of 1924 it came to an end on 1st October 1925, But before that date arrived, 
the need for being able to waive the first statutory condition w^as felt to be so 
imperative, in the existing state of trade, that by the Act of 1925 the time limit 
was extended to SOth June 1927, 
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out of office ; the new legislation was largely devoted to direct 
reversals of policy. The waiting time was raised once more to 
six days, its original length under the Act of 1911 ; it has thus 
twice been lowered (1920 and 1924) and twice raised (1923 and 
1926) in the past five years. While the grant of extended 
benefit was left unlimited in time, the Minister’s discretionary 
power of refusing it altogether in particular cases was restored 
and is being exercised under rules very similar to those in force 
before 1924. In addition to these reversals of policy, somewhat 
complicated changes were made in the rates of contribution, 
mainly for the purpose of adjusting the scheme to the new 
system of contributory pensions for widows and old age. Here 
for the moment, at the end of 1925, the matter rests.^ 


Conclusion 

The foregoing account of the difficulties, complications, and 
changes of the unemployment insurance scheme, in the econo- 
mic crisis following the war, must not be misread into a con- 
demnation of the scheme itself. Those who criticize the ‘ dole ’ 
most freely are commonly found on inquiry to be innocent of 
any precise knowledge of their theme. To have to support 
1,000,000 men and women in idleness is lamentable ; but in 
lamenting this it is well to remember that unemployment has 
to an extent not achieved in earlier crises been prevented from 
leading to destitution or disorder. 

The main result of recent experience both during and after 
the war has been to confirm the value of contributory unemploy- 
ment insurance as a measure for preventing distress through 
imemployment. In simplicity, generality, flexibility, and 
cheapness of administration it is unsurpassed. The British 
scheme, put to the test imder circumstances of extreme and 
unnecessary difficulty, has stood the strain with remarkable 
success. To this general conclusion in favour of unemployment 
insurance two comments may be added. 

^ A Committee of Enquiry iias just been appointed (Hovember 1925) to consider, 
in the light of experience gained in the working of the Unemployment insurance 
scheme, what changes in the scheme, if any, ought to be made. 
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In the first place, it is about equally important and equally 
difficult to begin insurance against unemployment before a crisis 
of unemployment arises. It is important to be beforehand, 
not so much with a view to enabling the Unemployment Fimd 
as a whole to build up a reserve, for the place of a reserve can 
at need be supplied by borrowing, as in order to let individual 
insured persons establish their claim by contributions, to set 
up the administrative machinery, and to get the staff trained 
in their duties. A rule limiting the total benefit that may be 
drawn by any individual by reference to the total number of 
his contributions is not indeed an indispensable element in 
unemployment insurance. But it is difficult, if not impossible, 
to suggest any equally simple and effective means for determining 
the persons who should get benefit, and the limits of their right, 
and at the same time giving to each and aU a direct incentive 
to avoid uimecessary claims. The evil of ‘ donation ’ was that 
ail could have it and nearly all felt bound to draw it whether 
they needed it or not, because it was a free gift and because 
they could hot save it for the future. The whole psychological 
effect of insurance was lost. If unemployment insurance had 
been made universal early in 1918 or better stiU in 1916, the 
devices of ‘ donation ’ and ‘ uncovenanted benefit ’ would 
probably both have proved needless ; a simple change in the 
proportioning rule, say, one week of benefit for every three 
contributions in place of one for eveiy five, might have given 
all the flexibility needed to deal with the severest crisis. In 
any case the State would have saved much of its expenditure. 
The administration would have been free even of those few 
criticisms which were justly levelled against it. 

Would it have been possible, however, in a world of ordinary 
human beings, concerned always with the present rather than 
the future, to have introduced memployment insurance earlier 
than was in fact done ? Quite obviously it could not have been 
introduced in 1916 without either disregarding the protests of 
employers and workpeople, or educating them by a lengthy 
course of propaganda for which neither politicians nor officials 
had time. In 1918, when the reactions and risks of reconstruc- 
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tion were already becoming obvious to all, a fresh attempt might 
probably have been made by the Government with more success. 
The history of unemployment insurance in the war, how'ever, 
only repeats the history of fifty years before the war. A 
dominating factor in the problem of unemployment has always 
been the inability or refusal of practical persons to exercise 
forethought in relation to it, or to realize the inevitability of 
cycHcal fluctuation and the certainty that prosperity will give 
place to depression. 

In the second place, the experience since the war has 
amply shown the inadequacy of insxirance as the sole 
measure for dealing with unemployment. The giving of money 
to able-bodied men and women who are standing idle is for 
various reasons, some bad and some good, repugnant to public 
opinion. To quote what I have written elsewhere : ‘ Simple 
money payments, ’though often the best that can be done, are 
a bad best for the unemployed man ; when his unemplo3anent 
continues over months and even years, the inadequacy of mere 
insurance becomes glaring. The demoralization of having 
nothing whatever to do or think about each day becomes over- 
powering.’ Unemployment insurance, that is to say provision 
for unemplo5mient, must be accompanied by real efforts to 
prevent unemployment. Moreover, unemployment insurance 
should in the individual case at last come to an end ; the 
benefit should be a means of tiding over temporary diSiculties 
and not a pension for life. If at a certain point a man fails 
to obtain employment it must be assumed either that he is 
superfluous to his trade or to his country, or that he is unfitted 
by ability or character to obtain employment. The unem- 
ployment insurance agency must be connected on the one 
hand with agencies for emigration, and on the other with 
agencies for the relief and treatment of those who are unfit for 
work. 

The danger of an effective scheme of unemployment insur- 
ance is less that it may demoralize the man who gets benefit 
and cause him to give up the search for work, than that it may 
demorahze the Government of the day and cause them to give 
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up the search for remedies. It may make it easy even for a 
Labour Government containing Mr. Sidney Webb to neglect 
his teachings, to forget about decasualization and the organiza- 
tion of the labour market and the smoothing of seasonal and 
cyclical fluctuations by distribution of public contracts, and to 
take the easy road of perpetually extending relief. 
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The war had not been long in progress before it became 
clear that some anticipations held at the commencement would 
prove to be incorrect. At the outset it was contemplated that 
there might be a large amount of ^employment, and as an 
example of this fear it was provided by the Courts (Emergency 
Powers) Act, passed in 1914, that industrial life policies should 
not lapse in the event of premiums remaining unpaid. Instead 
of these expectations being reahzed employment became general, 
wages rapidly increased, and the incomes of families of the 
wage-earning classes became vastly larger than they had been 
before. 

It was soon recognized by the more intelligent that the goods 
and services at the disposal of the nation were not being used 
to the best advantage for the purposes of the war. People 
were demanding for their personal use material and labour which 
were required for the fightirg forces, many of whom had been 
withdrawn from industry. Attention was called to this 
problem in a notable letter to The Times signed ‘ A Banker ’, 
the publication of which was followed after a short time by 
the formation of a voluntary society called ‘ The United 
Workers This was largely promoted by the group of men 
who are responsible for The Round Table review. The Society 
met frequently for the discussion of financial and economic 
questions, and from time to time held pubhc meetings at various 
centres throughout the country. It had some influence upon 
Government action and, when the Savings Movement was 
inaugurated, many of those' who had been associated with the 
United Workers became active in the new development. They 
were not only ready to work but they were familiar with the 
doctrine of ‘ Goods and Services upon which, as we shall see, 
the permanent success of the movement largely depended. 

In this way, and with the assistance of the press, the 
subject of the right use of goods and services received an 
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increasing amount of attention ; it also became apparent that 
wage-earning families had large incomes, and that it would 
be of national and personal advantage if contributions to 
War Loans of various kinds were made from this source. 

A Parliamentary War Savings Movement was started which 
did not prove a success, and in November 1915 a Committee 
on War Loans for the Small Investor was appointed, with 
Mr. E. S. Montagu as Chairman. The report of tliis Com- 
mittee was made on 26th January 1916 (Cd. 8179). 

The Conamittee recommended the introduction of what 
became known as the ‘ War Savings Certificate ’, and made 
recommendations for organizing Savings Associations, to both 
of which matters detailed reference will be subsequently made. 
Not less important, and from some points of view much more 
important, were the comments of the Montagu Committee on 
the necessity for saving and for reduction of consumption by 
all classes. The Report says : 

‘ We cannot too strongly urge on all classes of the community the 
paramoimt necessity of saving for the successful and efficient prosecu- 
tion of the war, and we would emphasize the fact that saving iir every 
item of expenditure, not necessary for the efficiency and health of the 
individual, is essential. . . . We desire to say that we think that little 
useful purpose will be served by our recommendations “ as to invest- 
ment in War Loans ” unless other methods are taken to secure this 
end by drastic taxation calculated to curtail all unnecessary expendi- 
ture.’ 

Some of the things we need can be obtained from abroad : 

‘ but by far the larger part must be produced at home, or paid for by 
services rendered by this country. Our necessities, therefore, can only 
be supplied by economizing the consumption of other things and so 
setting free labour and capital to produce what is needed for the war. . . . 
From the point of view of the community as a whole, economy of 
consumption amongst all classes in war-time is vital. From the point 
of view of the individual worker, self-denial at the moment will provide 
him with a fund which will be of great help to him in the difficult times 
which must inevitably follow the war. ... It is to motives of patriotism 
‘ rather than of self-interest that the Government ought and is entitled 
to appeal.’ 

The Montagu Report, the recommendations of which were 
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promptly adopted by the Government, constitutes, the terms 
of reference for what became the National War Savings Com- 
mittee and, subsequently, the National Savings Committee. 
The functions of the Savings Committee therein laid down are 
to impress upon all classes of the community the importance 
of the wise use of goods and services and to provide facilities 
for the small investor, and — ^we may repeat — ‘ it is to motives 
of patriotism rather than of self-interest ’ that the appeal 
should be made. It will be seen in the sequel that in the 
difficult times of peace following the comparatively easy task 
during the war, the National Sa's^ngs Movement is still basing 
its appeal on patriotic motives ; still advocating the wise use 
of goods and services by all classes of the community, and still 
providing facihties for the small investor. 

The Montagu Committee laid down as essential features 
of a suitable security for the small investor, that the money 
invested must be able to be withdrawn at short notice without 
any depreciation of capital ; that the secmity should be such 
as could be safely kept by those who have no accommodation 
for the custody of valuables, and, as a subordinate considera- 
tion, that the return should be as good as is jielded to the 
large investor. 

To meet these conditions the Committee recommended the 
introduction of the 15s. 6d. War Savings Certificate, which was 
first issued in February 1916. Within six years, over five 
hundred million of these certificates were sold. 

The interest earned by these certificates is exempt from 
Income-tax and Super-tax, and the interest earned does not 
have to be included in any way in Income-tax returns. 

In order to avoid loss of Income-tax it was proposed by 
the Montagu Committee that the sale of certificates should 
be ‘ confined to persons whose total income from all sources 
did not exceed three hundred pounds a year ’. After a short 
experience this limitation proved unsatisfactory. 

It was not always easy to tell whether a person’s income 
was above or below three hundred pounds, and in a voluntary 
Savings Movement it proved unsatisfactory that many workers 
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with large incomes were unable to invest in the security which 
they were recommending to others. 

On one occasion an application was received for certificates 
to the cash value of £70,000 for the wife and six children of 
a wealthy man, none of the nominal purchasers having an 
income of £300. 

Considerations arising out of such conditions led in June 
1916 to the abolition of the income limit, and it was decided 
that any individual, irrespective of the amount of his income, 
naight purchase five hundred certificates and no more. 

After the war certain gratuities were paid in certificates to 
members of the fighting forces, and it was decided that such 
certificates could be held in excess of the maximum of five 
hundred. It was also arranged that any number of certificates 
acquired by inheritance could be retained, although the owner 
of five hundred or more could not purchase further certificates. 

Safe custody is provided for by the certificates being 
registered securities, the purchaser being required to give his 
signature on a counterfoil and subsequently on the form of 
application for repayment. 

In view of the fact that certificates can be cashed on 
guaranteed terms, it was arranged that they should not be 
transferable except with the permission of the Postmaster- 
General. It was felt, particifiarly before the limit of five 
hundred was introduced, that if they could be readily trans- 
ferred, especially if this could be done without expense, they 
might become a form of paper currency, which was regarded as 
an objectionable feature. Moreover, if they could have been 
easily passed from hand to hand, speculators could have made 
a large rate of profit out of them, provided the dealings could 
have been on an extensive scale and the certificates registered 
in the names of nominees. As will be seen subsequently, the 
rate of interest paid on certificates is nothing, or at a low rate, 
for the first year or two, but if purchased for their guaranteed 
value at the end of one, two, or three years, they could sub- 
sequently be realized by the purchaser at a large profit. 

Another recommendation of the Montagu Committee was 
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that the rate of interest on Savings Banks deposits should 
not be increased from the 2|^ per cent, which had long 
prevailed. The fact is that for short-period saving the Savings 
Banks are a more suitable and convenient arrangement than 
certificates, while for long-period saving the certificates are 
the better. Consequently there is no hardship for any class in 
retaining the Savings Bank interest at the old rate. 

It was thought probable by some people that, as Certificates 
yielded interest at 5j per cent, as against 2J and 2|- per cent, 
paid by the Post Office and Trustee Savings Banks, there might 
be large withdrawals from the latter for the purpose of buying 
certificates. Although this may have happened to some extent, 
the statistics appended to this article show that the Savings 
Banks deposits increased to a very substantial extent. 

From the outset the Savings Committee was careful to 
avoid any action calculated to prove detrimental to existing 
institutions for savings by the small investor. It was thought 
by some of those concerned that the Savings Committee would 
come to an end shortly after the termination of the war, and 
that consequently, with a view to future utility, all existing 
savings organizations must be maintained and encouraged. 
It is manifest that any sound method of promoting thrift is a 
benefit and not a disadvantage to other organizations of a 
kindred character. 

We may now pass to the recommendations of the Montagu 
Committee in regard to propaganda and organization. The two 
most important were : 

‘ (A) To appoint a committee to undertake propagandist 
work and to promote the formation of agencies and 
investment societies. 

‘ (B) To set up a Central Committee to advise upon and 
approve the financial details of schemes for Investment 
Societies and to supervise their working.’ 

These two Committees, the Organizing and the Advisory, were 
nominated by the Lords Commissioners of the Treasury, and 

1569.58 £5 
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held their first joint meeting in February 1916. Tliej'’ normally 
met separately, but conferences between the two Committees 
were frequently necessary, and in April 1916 they amalgamated 
under the title of the ‘ National War Savings Committee 

The general suggestions of the Montagu Committee were 
followed, but as experience acctunulated necessary modifica- 
tions were made. The work of the National Savings Committee 
was limited to England and Wales, but the Scottish War 
Savings Committee was subsequently appointed and Com- 
mittees were also established in Ireland. The account here 
given refers principally to the work*of the National Committee 
in England and Wales. 

Some extracts from the first annual report, dated 1st March 
1917 (Cmd. 8516), illustrate the methods adopted; 

‘ We decided at our first meeting that the appeal to save ought not to 
be confined to any one class but should be made to all whatever their 
income, and the National Committee decided to urge rich and poor 
alike, to forgo comforts and luxuries for the good of the nation. By 
a prominent display of posters denouncing extravagance, we were 
successful in promoting and stimulating public discussion on the 
economic aspects of the war.’ 

‘ The War Savings week in July 1916 gave a strong impetus to the 
Movement, and its success was only rendered possible by the combina- 
tion of a vigorous publicity campaign with careful organization of 
personal effort. Full advantage has been taken of the help of news- 
papers, and the Committee has published a monthly journal as a useful 
means of communication with local Committees and Savings Associa- 
tions.’ 

A very large number of meetings were held, but during the first 
six months of the Committee’s existence both apathy and 
hostility were met with. Well-advertised meetings were often 
ill attended, and it was felt that the appeal, to be eiEfective, 
must be supplemented by more intimate and personal methods. 
These details of the early development of what has since become 
a national movement are not without their interest. The 
inaugural meeting was held on 1st March 1916 at the Guildhall, 
London, and was addressed by various Cabinet Ministers. It 
is permissible to recall now that none of the speakers appeared 
to have read the Montagu Report, and that there was little or 
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no description of the real work which the Committee’had to do. 
The most effective speech was made by Lord Kitchener, and it 
was his last public address. 

Before describing the general organization of the Savings 
Movement as it exists to-day, some reference may be made to 
special efforts which were made from time to time. One of 
the most significant was the War Loan campaign early in 1917. 
This was organized by the Savings Committee at the request 
of the Chancellor of the Exchequer, and the most substantial 
help was given by the Local Authorities, Banks, Insurance 
Companies, and voluntary workers throughout the whole 
country. The brilliant success of this effort, which far exceeded 
all expectations, did much to consolidate and establish the 
Savings Movement. 

This campaign was scarcely finished before the Food Con- 
troller invited the Savings Committee to organize an economy 
campaign to eliminate waste and to reduce the consumption of 
food-stuffs. Over one thousand Savings Committees took part 
in the work ; four thousand public meetings were held ; 
seventeen hundred series of cookery lectures and demonstrations 
were organized, and five hundred and forty-five food economy 
exhibitions were opened. This economy campaign met with 
a large measure of success and carried out most urgent work 
pending the organization of the Food Control Department 
which subsequently proved so effective. It was, however, 
outside the purposes for which the Savings Committee was 
established, and materially interfered with War Savings 
activities. These were fully resumed in the autumn of 1917. 
Apart from the work of educating all classes of the public as 
to the need for personal economy, the Savings Conomittee was 
principally concerned to extend the sale of Savings Certificates 
as the most efl&cient means of performing its second duty of 
providing facilities for the small investor. In October 1917, 
however, the Committee was requested to organize a special 
campaign to popularize National War Bonds which had lately 
been introduced. The Albert Hall, London, was filled with 
keen and energetic voluntary workers who were addressed by 



260 ' THE NATIONAL SAVINGS MOVEMENT 


the Prime’ Minister and the Chancellor of the Exchequer on 
general topics, but were given no encouragement and no guid- 
ance in connexion with the great work which they were under- 
taking. These workers, however, met at conferences among 
themselves, and realized in fuller measure than before that the 
successful conduct of the movement depended then, as it does 
still, upon personal intercourse and influence. 

It was in connexion with the National War Bond campaign 
that tanks were exhibited in London and in some of the 
provincial towns, and proved an effective method of attracting 
public attention. 

These special campaigns brought to the assistance of the 
Savings Movement a large number of temporary workers, the 
value of whose efforts was considerable, but for the most part 
they were unacquainted with the economic foundations of the 
movement. They were principally interested in obtaining the 
largest possible subscriptions to Government securities ; were 
unfamiliar with the organization which had been established, 
and with the spirit and methods of the vast army of permanent 
voluntary workers throughout the country. These and other 
circumstances almost inevitably produced the widespread 
impression that the sole function of the movement was to sell 
Government securities, 

A saner and more permanent view was taken by a strong 
Committee which was set up in June 1917 to consider the 
problem of saving by the small investor after the war. This 
Committee reconunended the permanent continuance of the 
Savings Certificate, and of the Savings organization which 
covered the entire country. It pointed out that 

‘ the State has a very direct interest in promoting the widest possible 
holding of its own securities. The credit of the State is the credit of the 
individuals who compose it, and if the credit of these individuals can be 
improved, the credit of the State will be proportionately improved also- 
Again, the wider diffusion of the holding of State securities should mean 
an increased interest in, and a greater sense of responsibility for, public 
finance and the maintenance of the national credit.’ 

This was the first official recognition of the permanent value 
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of the Savings Movement. It was particularly gratifymg to 
those voluntary workers throughout the country who, even 
during the fever of Tank Weeks, Gun Weeks, and other special 
efforts, steadily maintained and advocated the wider view of 
‘ goods and services These men and women pointed out the 
importance of the transfer of purchasing power from the 
individual to the State, and of the reduction of personal con- 
sumption. 

We may retm-n from these excursions into food economy 
and special campaigns to a consideration of the organization 
which has been established for permanent work. The funda- 
mental rmit of the movement is the Savings Association which 
collects money from its members. These Associations exist 
among groups of people that are in being for some other pm'pose, 
such as children in schools, employees in works, shops and 
offices, members of clubs of various kinds, and other kindred 
bodies. Each Association requires a secretary and a treasurer, 
and should preferably have a small committee. These Associa- 
tions are affiliated to the National Savings Committee through 
local Savings Committees, and are allowed to hold an unlimited 
number of certificates for their members in blank, that is to 
say without the individual names of their owners being filled 
in, until the certificates are actually handed over. 

This convenience is also provided for employers who, "with 
their own money, buy blocks of certificates which their employees 
subsequently purchase by instalments. When an employer does 
this he can keep his accounts in his own way, and they are not 
subject to audit or inspection. He is required to be affibated 
to the National Committee, and is asked to send retmns of 
sales of certificates for statistical pmposes. The employer loses 
the interest on his money during the period when the certificates 
are being paid for by instalments, but the interest earned is of 
benefit to the employees, by whom the plan is much appre- 
ciated. 

The Savings work that is carried on in schools is of supreme 
value, particularly from the point of view of forming habits 
of saving with a view to wise spending in the future, and indeed. 
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in the present as well. No praise can be too high for the work 
which has been done by the teachers throughout the country 
both during the war and since. When, perhaps twenty years 
hence, the true significance of the Savings Movement in 
promoting national and individual prosperity and well-being 
begins to be adequately appreciated, it will be seen that the 
teachers have contributed more to this result than any other 
one class of the community. 

The duty of the Local Committee is to serve as the National 
Committee for its area ; it should form as many new Associa- 
tions as possible ; should supervise and stimulate the work of 
existing Associations ; should arrange for the audit, or inspec- 
tion, of the Association accounts and, through the press, 
public meetings and personal intercourse, should endeavour to 
spread as far as possible simple economic teaching in regard to 
the importance of the best use of goods and services. 

The work of the Local Committees is greatly assisted by 
close association with the Local Authorities. This has become 
of especial importance in consequence of two decisions in regard 
to the application of the money paid for Savings Certificates. 
It was arranged that as from 1st October 1920 half the money 
paid for certificates in any area could be borrowed by the 
Local Authority of that area for assisting Housing Finance. 
There was a great lack of houses, and although the national 
exchequer was responsible for the whole cost of financial 
assistance in excess of the product of a local rate of one penny 
in the pound,’ the Local Authorities were for the most part 
required to raise the capital. As from 1st October 1921 half 
the money received for certificates can be borrowed by the 
Local Authority for practically any capital expenditure on 
approved schemes. The Treasury retains the responsibility 
for meeting all certificates that are presented for payment, 
and the loan is repaid by the Local Authorities over a term of 
years approximately equal to the estimated ‘ life ’ of the under- 
taking to which the money is devoted. Some of the larger 
cities can borrow money on more favourable terms than are 
charged for certificate money, but in the majority of cases this 
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new source for borrowing is of ruuch. value. The g,pplication 
to local purposes of money subscribed locally, but for a national 
security, is a departure of much significance in connexion with 
British finance. As a result of the war there has been a redistri- 
bution of income, and to some extent of capital, among different 
classes of the community. Many of the middle classes, and 
those in. receipt of pensions, or of incomes from investments, are 
much less well off than formerly, while many of the wage- 
earning classes have been, and it is to be hoped will be, better 
off than they were before the war. They are able and willing 
to save, and the use of their money for local purposes is perhaps 
calculated to increase their interest in local administration. 

It is seldom that investments in industry are suitable for 
the small investor, since being unacquainted with finance he 
may be persuaded to invest in undesirable securities, and 
might not be able to obtain his money in full and at short 
notice. Consequently a national security of the character of 
Savings Certificates is the most appropriate chaimel for his 
investments. In a town actively developmg the Savings 
Movement, the sales of certificates may amount to an average 
of £2 per year per head of the population, thus providing an 
annual sum for local purposes equal to £1 per head of the 
population. In the long run no such amount is likely to be 
needed by most Local Authorities, but for the provision of works 
that give employment, and for undertakings which have been 
postponed on account of the war, much borrowed money will 
be needed by some authorities for the next few years. Were 
this source of capital not available the Local Authorities would 
have to obtain loans from the general market, and thus com- 
pete with industry for capital. If trade revives and capital 
becomes scarce this will be no inappreciable benefit to the 
industrial development of the country. 

After a short time it was found that the money from certifi- 
cates was not needed by the Local Loans Commissioners, but 
the sales of certificates still determine the amount a Local 
Authority is entitled to borrow. 

Whether because of assistance to local finance, or the 
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increasing .recognition of the social betterment that results 
from the spread of the Savings Movement, or for the two 
reasons combined, the Local Authorities are concerning them- 
selves more and more with the Savings Movement. In towns 
the Mayor is commonly the President of the Local Savings 
Committee ; members of the Corporation, or the Council, 
serve on it, and it is reinforced by prominent business men, 
representatives of the Savings Associations, and other public- 
spirited men and women. 

In many places the Local Committees, not realizing the 
permanent social value of their work, came to an end, in fact, 
if not nominally, shortly after the war, and are only gi’adually 
being reconstructed. In other places, however, the work is 
being ably and actively carried on. 

England and Wales are divided into twelve regions, in each 
of which a conference is held once a year. Two members 
of each Local Committee are nominated to attend the 
conference, which is generally attended by one or more 
members of the National Savings Committee and at which 
there are present some representatives of the head-quarters 
staff. 

Each of these twelve conferences elects a representative 
to serve on the National Savings Committee which directs the 
whole movement. Each conference also selects a number of 
representatives, proportionate to the number of Local Com- 
mittees in the area, to serve on the National Savings Assembly, 
which is a sort of Savings Parliament, and has usually met 
once a year since its formation. 

When the Assembly was first constituted, about twenty-five 
conferences were held each year and only six or seven elected 
representatives served on the National Committee. In these 
circiumstances the Assembly had the useful purpose of electing 
the representatives on the National Committee. 

The plan of having elected members of the Committee 
worked so well that the number was increased to twelve. At 
about the same time it was decided, in the interests of economy 
and efficiency, to hold twelve conferences yearly instead of 
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about twice that number, and that each conference should elect 
one member of the National Committee. 

In these circumstances the most definite function of the 
Savings Assembly came to an end, but experience showed that 
the discussions which took place and the decisions which were 
reached at these meetings of the Assembly were of considerable 
value to the movement. They brought together eighty to 
one hundred of the leading workers in the movement and, 
particularly when fresh developments were being made, as 
for example the intimate association with the Local Authorities, 
the discussions had much value and tended to promote the 
efficiency of the work. 

The locally elected members of the National Committee and 
of the Assembly may in time come to constitute a kind of 
Local Board of Directors for their area and render valuable 
service in extending and stimulating the movement. 

This work of local organization is greatly facilitated by the 
existence of a commissioner and sub-commissioners for each 
region, who are officials of the Savings Committee ; but however 
effective they may be they could make little progress without 
the co-operation of voluntary workers. 

During the war large sums were spent on advertising, and 
doubtless as a result very substantial sums of money were 
obtained, but the steady progress of the movement and, in 
particular, its educational influence, depend upon the personal 
influence of the voluntary workers. The Savings Movement 
presents a happy and successful example of a great voluntary 
movement associated with a Government Department. The 
Chairman, Vice-Chairmen, and members of the National Savings 
Committee are unpaid, but the staff at head-quarters and the 
commissioners necessarily carry out the policy of the Committee, 
which directs the activities of the workers throughout the 
country. There is the initiative and flexibility of the volunteer, 
accompanied by the influence that attaches to a Government 
Department, from which, however, in this case rigid official 
methods are conspicuously absent. 

It is not to be supposed that a large army of voluntary 
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workers W9uld devote their time and energy to raismg money, 
either for the National Government or for Local Authorities, 
if this were the sole purpose they were serving. They would 
say, naturally enough, that any money required could be 
raised through normal financial channels. This contention 
was in some measure true during the war, and it is even more 
so at the present time. 

In a well-known passage in his Political Economy Alfred 
Marshall says, ‘ Man’s character has been moulded by his every- 
day work, and the material resources which he thereby procures, 
more than by any other influence unless it be that of his 
religious ideals. The two great forming agencies of the world’s 
history have been the rehgious and the economic.’ 

It is because it is recognized that the Savings Movement 
can exercise a great influence over the economic ‘ forming 
agency ’, and thereby produce social betterment to a marked 
degree, that the voluntary efforts devoted to the work are so 
extensive and so successful. 

The right use of goods and services has always been a 
prominent feature of the teaching of the Savings Movement 
both in war and peace. It is recognized that saving is a process 
which is indifferent in itself and is good or bad according to 
the purpose to which the savings are applied. It is probable 
that not less than one-fourth of the national income is spent 
by the population of the United Kingdom in ways which, while 
possibly giving temporary gratification, yield little or no 
permanent satisfaction. Individually and collectively, it would 
be advantageous for this large expenditure to be applied in the 
most sensible way, and it is the advocacy of more, but wiser, 
spending, with which the Savings Movement is principally 
concerned. People for the most part consider more carefully 
the expenditure of large sums than of small, and the large 
sums can commonly only be obtained by saving the small. 
Saving is a means to an end and not an end in itself. On 
examination it proves also that, speaking generally, the kind of 
expenditure which gives the most lasting satisfaction to the 
in^vidual produces the greatest amount of emplo3nnent. 
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If an individual saves £10 a year in Savings Certificates for 
seventeen years, he will have sufiicient capital to yield, at the 
same rate of interest, £10 a year in perpetuity ; but, while he 
has been saving, his money has been spent by Local Authorities 
or others, has found its way into industry, and has pro- 
moted the development of trade and the increase of employ- 
ment to a far greater extent than if the savings had been 
frittered away in temporary gratification. It is in consequence 
of the recognition, more or less vivid and complete, that 
activity in the Savings Movement is one of the soundest and 
most effective forms of social service, that it retains the 
enthusiasm of a vast army of voluntary workers. 

At the same time it is both appropriate and necessary that 
so far as it is a Government Departmeirt, supported by a 
Parliamentary grant, its expenditure and its work should be 
critically examined. In spite of its great value as an educative 
influence, it is not imnaturally judged principally by a com- 
parison between the amount of money raised and the expendi- 
ture incurred. Excluding certain expenditure not charged to 
the Committee, such as that of the Post Office for handling 
certificates, and the general expenses of advertising Govern- 
ment securities, the work of the Committee at the present time 
increases the rate of interest paid upon the mean amount of 
certificates in force, excluding accrued interest, by about 9d. 
a year on each £100 invested. If at the present tune the 
expenses are compared with the number of certificates sold, 
it is found that they work out to about three-eighths of a penny 
for each certificate. Considering that in October 1923 the 
interest on certificates was reduced from £4 19s. 6d. per cent, 
per annum for ten years to £4 2s. 9d., it will be seen how trifling 
is the expense incurred in proportion to the results achieved. 
For purposes of comparison it maybe added that the allowance 
for expenses for Trustee Savings Banks is 7s. 6d. for each £100 
on deposit. 

Even when the expenditure of the Committee is compared 
with the Savings Certificates sold and in force, it is seen to be 
extremely moderate, but certificates alone do not represent 
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anything approaching the financial results of the activities of 
the movement. During the war, as we have seen, it was 
largely instrumental in obtaining very large subscriptions to 
securities of all kinds, from both large and small investors. 
The appended table, which shows the subscriptions since the 
beginning of the war which have been made by the small 
investor through Post Office issues of securities — disregarding 
issues through the Banks of England and Ireland — ^is testimony 
to the aid received from the small investor. 

It is both appropriate and necessary that a movement 
which advocates wise economy should follow its own precepts. 
The National Committee appointed a Sub-Committee of its 
members to examine the details of the work and ascertain if 
any reduction in expenditure were possible consistent with 
efficiency. As a result various improvements were introduced, 
and a Committee appointed by the Cabinet, which subsequently 
scrutinized the work of the Savings Committee, reported that 
practically everything possible was being done and that the 
suggestions it was able to make were trifling compared with 
those which the Savings Committee had itself introduced very 
shortly after the war. 

Its management was further considered by the Committee 
on National Expenditure, of which Sir Eric Geddes was Chair- 
man. After quoting certain figures the Geddes Report con- 
tinues : 

‘ We are informed that this organization, which deals with the sales 
of Savings Certificates, is regarded as valuable by the Treasxxry, who 
hope that it will remain a permanent part of the financial machinery 
of the State. Its object is to encourage saving by offering special 
facilities to the small investor in Government Securities, and it aims at 
fostering a habit of saving which grew up during the war under the 
War Savings movement. Its usefulness has been strongly emphasized 
by two expert and authoritative Committees. . . . 

‘ The Staff position has been carefully watched in order that the 
numbers might always be kept in strict proportion to the volume of 
business, and as a result of a recent review, it was expected that by the 
beginning of 1922-3 the staff will have been reduced to 204 (from 268 
in August 1921). 

‘Apart from the Head-quarters staff, the work throughout the 
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country has been carried out by a large body of voluntary workers, 
numbering over 200,000 who carry on the work of 1,700 Local Com- 
mittees and 25,000 Associations or Savings Clubs. Further new 
Associations are being formed at an average rate of 90 per month 
among Factories, Works, Schools, and social organizations. 

‘ We are of opinion that this system and organization bring in real 
savings very largely contributed from sources hitherto untapped and 
that it encourages thrift. In these circumstances, we recommend the 
continuance of the organization provided that the Head-quarter’s staff 
is constantly kept under review'.’ 

From this consideration of the organization of the move- 
ment we may pass to an account of the schemes adopted by 
the Savings Associations which carried out the actual collection 
of the money. 

It was recommended by the Montagu Committee that the 
original Advisory Committee should consider all schemes put 
before it, and sanction any which appeared to be sound. This 
course was followed at first, and out of a large number sub- 
mitted a few were approved, but subsequent experience showed 
that great advantages attached to making the schemes to be 
adopted as few and as uniform as possible. 

The task of examining the many schemes proposed was not 
without its humorous side. Hundreds of people seemed to be 
under the impression that they had a panacea for the financial 
difficulties of the nation. The great majority of course were 
hopelessly impossible, and it was not without interest to find, 
from the examination of the private papers of a Chancellor 
of the Exchequer of more than a hundred years ago, that 
many of the suggestions put forward during the great war were 
identical in character with those which had been made over 
a century previously. 

For a short time the Savings Committee gave its approval 
to schemes for the purchase by instalment of War Loans and 
War Bonds, but in the long run these proved comparatively 
ineffective, and attention was concentrated on Savings Certifi- 
cates. A feature of the schemes was payment by instalments, 
in which a slight advantage, which proved surprisingly popular, 
attached to ‘ co-operative investment’ through Savings Associa- 
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tions. If, for example, thirty-one individuals began subscribing 
6d. per week on 1st January, they could on that date buy one 
certificate. They could buy another certificate in each sub- 
sequent week, and each member would not have subscribed 
15s. fid. until the end of July. The result was that some 
members would receive certificates dated months earlier than 
the date upon which the payment of 15s. fid. was completed. 

One of these schemes for collecting sixpences and multiples 
of sixpence involved the use of Savings Bank Books and the 
keeping of an account for each member. The book-keeping was 
simple in character and presented no difficulty when the 
accounts were made up every week, but if, as often happened, 
the accounts were allowed to fall into arrears, some difficulty 
was experienced in making them balance. For the security of 
the small investor the service of voluntary auditors was 
invoked, but, especially after the war, there were many secre- 
taries of Associations who were disinclined to continue this 
amount of clerical labour. 

The objections to book-keeping were experienced during 
the war, and a scheme based upon sixpenny coupons was 
adopted ; thirty-one coupons were stuck on a card and then 
exchanged for a certificate by the Savings Association through 
which the coupons had been purchased. This system reduced 
the book-keeping, but an audit of the accounts, or at least an 
inspection of the assets, was necessary. 

After the close of the war a stiU simpler scheme was brought 
out. Sixpenny Savings stamps of a special design were mtro- 
duced which are obtainable through any Post Office. Thirty- 
two (formerly thirty-one) of these stamps stuck on a card can 
be exchanged for a certificate at any Post Office in the United 
Kingdom. Credit stocks of these stamps can be obtained by 
Savings Associations for sale to the members. The benefit of 
co-operative investment, which has been referred to, attaches 
to the coupon scheme, and when conducted through Associa- 
tions to the stamp scheme as well. When the secretary of an 
Association has sold thirty-two stamps to his members he can 
purchase a fresh supply of stamps from any Post Office, and at 
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the same time have a pair of date labels stamped with the date 
on which the stamps were purchased — say 1st January. On, 
perhaps, 1st May a member brings a completed card, which the 
Secretary can exchange at the Post Office for a Certificate. On 
this, and on the counterfoil which is sent to the Money Order 
Office, a date label is fixed, and the effective date from which 
the Certificate begins to earn interest is 1st January, when 
the secretary bought the stamps, instead of perhaps 1st May 
when the member completed the payment for his certificate. 
This scheme involves no account keeping, and merely a periodical 
inspection of assets in order to see that the secretary holds 
cash or stamps to the value of his credit stock. 

These details are not without importance, particularly since 
the war, since the devising of suitable schemes is a more difficult 
matter than most people would think. Even the increased 
thickness of the counterfoils resulting from sticking on date 
labels has to be considered in connexion with the storing of 
millions of counterfoils at the Money Order Office in London. 
Opportunities for possible fraud have to be guarded against ; 
the aggregate cost of the most trifling feature may amount to 
a large sum, and numerous other considerations have to be 
taken into account. 

The savings of the small investor can be invested m War 
Loans and Bonds of various issues through the Post Office and 
Trustee Savings Banks, but the Government sectirity with 
which the schemes here being described are concerned is almost 
entirely the National Savings Certificate, which was first 
issued in February 1916 on the recommendation of the Montagu 
Committee. 

From February 1916 to March 1933 certificates cost 15s. 6d. 
each, and became 36s. at the end of ten years. The second 
series commenced on 1st April 1933, and continued till the end 
of September 1933 ; the price was increased to 16s. and the 
certificate became worth 26s. at the end of ten years. 

A third series was commenced 1st October 1933. The price 
remained at 16s. but the certificate became worth £1 at the 
end of six years, instead of at the end of five, and at the end of 
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ten years its value was 24s. instead of the 26s. under certificates 
of the first and second series. 

On Savings Certificates of the first series which cost 15s. 6d. 
each no interest was paid if the certificate was cashed during 
the first year. On the completion of the first twelve months 
the cash value increased by Sd., and thereafter by Id. a month 
up to the end of the fifth year, when an additional 3d. made 
the cash value £1. Originally it was a five years’ security, 
but the period was extended to ten years, interest being 
allowed at the rate of Id. per month, with an additional Is., 
making 26s. in all, at the end of the tenth year from the date 
of purchase. The price of the second series of certificates was 
increased to 16s. — a much more convenient price to deal with 
than the original 15s. 6d. No interest at all was allowed on 
account of the first year, but thereafter, throughout the whole 
lifetime of the certificate, the interest was Id. per month with 
an additional shilling at the end of ten years, making the value 
at maturity 26s. 

The third series of certificates, introduced on 1st October 
1923, gives 3d. for interest on certificates that have been in 
force for a full year. Thereafter the interest is 3d. every four 
months, or 9d. a year, up to the end of the tenth year, when an 
additional shilling is added, making the value of the certificate 
at maturity 24s. 

The rate of interest per cent, per annum 3 delded by certifi- 
cates at the end of ten years is for the first series 5 ‘309, for the 
second series 4‘975, and for the third series 4- 138. The rates 
of interest here quoted are those at which the purchase price, 
if accumulated at interest compounded annually, would 
amount to the cash value. Thus, a certificate costing 16s. or 
192 pence, and yielding 26s. or 312 pence at maturity, gives the 
formula, 312 -J- 192 =(1 + 4 )^® whence (log 312 -log 192) -f 10= 
log (1 +«), where i is the interest on 1 for one year. The 
rates of interest for intermediate year's are found in the same 
way. 

There is no doubt about the attractions of Savings Certifi- 
cates from an investor’s point of view, but it is worth considering 
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whether they are advantageous, or justifiable, from the stand- 
point of the tax-payer. The certificates are primarily intended 
for small investors, whose incomes are for the most part exempt 
from Income-tax. For such people a rate of interest such as 
4T38, which is yielded by the third series certificates at the end 
of ten years, cannot be considered excessive, and a higher return 
could be obtained from other Govermnent securities. The 
trouble is to fix terms which do justice to the small investor, 
without the State paying too high a rate of interest for the 
money of those purchasers of certificates who are liable for 
Income-tax and Super-tax, which are not charged upon the 
interest earned by certificates. 

It was because of this Income-tax problem that it was 
originally decided that certificates could not be held by people 
whose incomes exceeded £300 a year. This proved to be an 
impracticable arrangement, and the holding of certificates 
was limited to five hundred, with the exception that there was 
no limit to the number of certificates that can be inherited, 
though when an individual holds more than five hundred he 
cannot buy any more. 

The rate of interest paid upon certificates is being carefully 
watched, and should it at any time prove to be unduly high or 
low, the terms can be modified with no great difficulty. It 
should, however, be remembered that it is possible to give 
a comparatively high rate of interest to those who retain their 
certificates for a long period, because of the low rate payable if 
certificates are cashed within a few years of the date of purchase. 

The Savings Certificate is a peculiarly flexible and con- 
venient security, and has become the most popular and con- 
venient channel through which, to the great benefit of the 
individual, substantial advantages can be conferred upon the 
community as a whole. While the money is being saved and 
interest paid upon it, the capital is used in one way or another 
to pay wages or buy materials, and so comes into circulation 
for the development of industry and the provision of employ- 
ment. 

If, as in course of time is likely to be the case, this habit of 
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systematic, saving with a view to more but wiser spending 
becomes widespread within the United Kingdom or elsewhere, 
it will be a practical application of those economic influences 
which Alfred Marshall called ‘ One of the two great forming 
agencies of the life and character of man 


(i) Contributions of the Small Investor, 1914-1921 


Year 

1 

Certificates 

less 

witlickawals 

Post Office 
War Loans 
and Bonds 

Increase or 
decrease in 
, Savings Banks 
deposits 

Totals 


£ 

£ 

£ 

£ 

1914 . . ; 

— 

— 

1,152,000 

1 1,152,000 

(Aug. 'Dec.) 
1915 . . ; 


39,961,000 

— 6,456,000 

1 

1 33,505,000 

1916 . . ; 

42,081,000 

43,934,000 

11,938,000 

[ 97,953,000 

1917 . . ; 

63,691,000 

51,254,000 

5,683,000 

1 120,628,000 

1918 . . 1 

102,062,000 

38.528,000 

38,813.000 

1 179,403,000 

1919 . 

50,149,000 

31,518,000 

43,541,000 

134,208,000 

1920 . 

12,055,000 

7,201,000 

2,658,000 

22,814,000 

1921 . 

11,190,000 

5,304,000 

-3,384,000 

13,110,000 

Totals . 

291,128,000 

217,700,000 

93,945,000 

602,773,000 


The figures for Savings Banks include, and for Certificates exclude, accrued interest. 
The Savings Banks deposits for 1919 include £55,110,000 on account of War 
Gratuities to soldiers and sailors. 


(li) Savings Certificates Sold and Cashed, 1916-1925 


(1) 

Year 

(2) 

Sold 

(3) 

Cashed 

w 

Amount 
of principal 
outstanding 

(5) 

Interest 

paid 

(B) 

Cashed for 
each £1,000 
outstanding 


£ 

£ 

£ 

£ 

£ 

1916 . 

42,183,718 

287,448 

41,896,270 

— 

— 

1917 . 

67,010,818 

3,136,733 

105,771,355 

11,464 

42 

1918 . 

108,348,782 

6,286,991 

207,833,146 

121,740 

40 

1919 . 

79,013,449 

19,864,618 

266,981,977 

870,737 

84 

1920 . 

44,785,311 

31,829,879 

279,937,409 

2,518,877 

116 

1921 . 

42,148,948 

30,959,083 

291,127,274 

4,866,190 

108 

1922 . 

89,293,680 * 

31,584,026 

348,836,928 

6,197,563 

99 

1923 . 

61,547,060 

32,933,018 

367,451,870 ! 

7,049,044 

92 

1924 . 

27,486,311 

30,570,954 

364,367,227 

6,978,475 

84 

1925 . 

30,805,637 

28,421,071 

372,751,793 

7,015,484 

77 

Totals . 

588,624,614 

21.5,872,821 

— 

35,629,844 

— 
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*Food Supply of Belgium during the German Occupation, by Dr. Albei*t 
Henry. 

^German Legislation with Reference to the Occupation of Belgium, by 
Drs. J. Pix'enne and M. Vauthier. 

''^Unemployment in Belgium during the German Occupation, by Professor 
Ernest Mahaim. 

Destruction of Belgian Industry by the Germans, by^ Count Charles de 
Kerchove. 

Economic Policy of the Belgian Government during the War, by Professor 
F. J. van Langenhove. 

Bulgaria 

Economic Effects of the War upon Bulgaria, by Professor G. T. Danailov. 

Czechoslovak Series 

^Financial Policy of Czecho-Slovakia during the first year of its History, 
by Dr. A. RaHn. 

The Effect of the War upon the Czecho^ovak Peopie. A volume of studies 
under the direction of President Masary^'k. 



French Series 

^Bibliographical Guide to the Literature concerning France for the 
Economic History of the War, by Dr. Camille Bloch. 

Effects of the War upon Government : 

‘'Effect of the War upon the Civil Government of France, by Professor 
Pierre Renouvin. 

"^Problem of Regionalism, by Professor Henri Hauser. 

Official War-Time Organizations, by M. Armand Boutillier du Retail. 

Organization of the Republic for Peace, by M. Plenri Chardon, 

Studies in War-Time Statistics : 

Effect of the War upon Population and upon Incomes, by M. Michel 
Huber. 

’^Prices and Wages during the War, by M. Lucien March. 

Supply and Control of Food in War-Time : 

^Rationing and Food Control, by MM. Adolphe Pichon and P. Pinot. 

^Agriculture during the War, by M. Michel Auge-Laribe. 

*The History of French Industry during the War, by M. Arthur 
Fontaine. 

“‘'Effects of the War upon Textile Industries, by Professor Albert Aftalion, 

Effects of the 'War upon Metallurgy and Engineering (to be arranged) ; 
and Effects of the War upon Chemical Industries, by M. Eugene 
Mauclere. 

Effects of the War upon Fuel and Motive Power ; 

Coal Industry and Mineral Fuels, by M. Henri de Peyerimhoff, 

'‘‘Hydroelectric Power, by Professor Raoul Blanchard. 

Forestry and the Timber Industry during the War, by General Georges 
Chevalier ; and War-Time Aeronautic Industries, by Colonel 
Paul Dhe. 

Organization of War Industries, by M. Albert Thomas. 

Labour Conditions during the War, by MM. William Oualid and M. C. 
Picquenard. 

Studies in War-Time Labour Problems (2 volumes) : 

Unemployment during the W'ar, by M. A. Crehange. 

Syndicalism during the War, by M. Roger Picard. 

'“^Foreign and Colonial Workmen in France, by M. B. Nogaro and 
Lt.-Col. Weil. 

*Women in Industry under War Conditions, by M. Marcel Frois. 

Effects of the War in the Occupied Territories : 

The Organization of Labour in the Invaded Territories, by M* Pierre 
Boulin. 

Food Supply in the Invaded Territories, by MM. Paul Coilinet and 
Paul Stahl. 

Damage Inflicted by the War, by MM. Edmond Mchei and Prangey. 

Refugees and Prisoners of War : 

The Refugees and Interned Civilians, by Professor Pierre Caron. 

Prisoners of War^ Sy M. Georges Cahen-Salvador. 



Effects of the War upon Transportation : 

French Railroads during the War, by I^L Marcel Pcschaud* 

•Tnternal Waterways, Freight Traffic, by M, Georges Pocard de 
Ker viler. * 

Effects of the War upon French Shipping : 

l^ierchant Shipping during the War, by BI. Henri Caiigardel. 

French Ports during the War, by M. Georges Hersent. 

Effects of the War upon French Commerce, by Professor Charles Rist. 
French Commercial Policy during War, by M. Etienne Clement el. 

Effects of the War upon French Finances : 

*^WVar-Time Finances, by M. Henri Truchy. 

War-Time Banking, by M. Albert Aupetit.,^ 

Studies in Social History : 

Co-operative Societies and the Struggle against High Prices, by 
Professor Charles Gide and M. Daude-Bancel. 

Effects of the War upon the Problem of Housing, by MM. Henri Seiiier 
and Bruggeman. 

Effect of the War upon Public Health : 

Public Health and Hygiene, by Dr. Leon Bernard. 

The Wounded Soldiers, by MM. Cassin and Ville-Chabrolle. 

The Poilu : Documents from the Trenches, by Professor J, N. Cru. 
Economic History of French Cities during the War : 

^■^'Paris, by MM. Henri Sellier, Bruggeman, and Pocte. 

'^*Lyons, by M. Edouard Herriot. 

^■^Rouen, by M. J. Levainville. 

* '^Marseilles, by M. Paul Masson. 

**Bordeaux, by M. Paul Courteault. 

’^’^‘Bourges, by M. C. J. Gigiioux. 

"^^Tours, by MM. L’Heritier and Camille Chautemps. 

Alsace and Lorraine, by M. Georges Delahaclie. 

Effects of the War upon Colonies and Possessions : 

The Colonies in War-Time, by M. Arthur Girault. 

■^Effects of the War upon Northern Africa, by M. Augustin Bernard. 
The Cost of the War to France : 

*War Costs : Direct Expenses, by Professor Gaston Jeze. 

The Costs of the War to France, by Professor Charles Gide. 

Geeman Series 

Bibliographical Survey of German Literature for the Economic History 
of the War, by Professor Dr. A. Mendelssohn Bartholdy and Dr. E. 
Rosenbaum ; with a supplementary section on The Imperial German 
Archives, by Dr. Mtisebeck. 

Effect of the War upon the Government and Constitution of Germany : 
The War Government of Germany, by Professor Dr. A. Mendelssohn 
Bartholdy. 

The Political Administration of Occupied Territories, by JFreiherr 
W. M. E. von Gayl, Dr. W. von Kries, and Dr.T4. F. von Kohler. 



Effect of the War upon Morals and Religion : 

Effect of the War upon Morals, by Professor Dr. Otto Baum’garten. 

Effect of the War upon Religion, by Professor Dr. Erich Foerster and 
Professor Dr. Arnold Rademacher. 

Effect of the War upon the Young, by Dr. Wilhelm Flitner. 

The War and Crime, by Professor Dr. Moritz Liepmann. 

The Effect of the War upon Population, Income, and Standard of Living 
in Germany : 

The Effect of the War upon Population : a study in vital statistics, 
by Professor Dr. Rudolf Meerwarth. 

The Effect of the War upon Incomes, by Professor Dr. Adolf Gunther. 

General Effects of the War upon Production, by Professor Dr. Max Sering. 

The War and Government Control : 

State Control and Decontrol, by Professor Dr. H. Goppert, 

Supply of Raw Materials under Government Control, by Professor Goebel. 

Economic Co-operation with the Allies of Germany and the Government 
Organization of Supplies, by Dr. W. Frisch. 

Economic Exploitation of Occupied Territories : 

Belgium and Northern France, by Dr. Georg Jahn. 

Rumania and the Ukraine, by Dr. Fritz Karl Mann. 

Poland and the Baltic, by Dr. W. von Kries and Freiherr W. M. E. 
von Gayl. 

The Effect of the War upon German Commerce, by Professor Dr. Hirch. 

The Effect of the War upon Shipping and Railways : 

War and German Shipping, by Dr. E. Rosenbaum. 

War and German Railways, by Dr. Sarter. 

The Influence of the War upon German Industry, by Dr. Hermann 
Bucher. 

The War and German Labour Unions, by Mr. Paul Umbreit, Mr. Adam 
Stegerwald, Mr. Anton Erkelenz ,* The Women Workers during the 
War, by Dr. Charlotte Lorenz. 

The Social History of the Labouring Classes during and after the War ; 

The War and the German Working Man, by Ex-Minister David. 

The War and Wages, by Professor Dr. Waldemar Zimmermann. 

Government action with reference to Social Welfare in Germany during 
the War, by Dr. Dieckmann. 

Food'*Supply and Agriculture : 

The War and the Agricultural Population, by Professor Dr. Max Sering. 

Food Supply during the War, by Professor Dr. A. Skalweit. 

The Influence of the War on Agricultural Production, by Professor 
Dr. Friedrich Aereboe. 

Effect of the War upon the Health of the Civilian Population of Germany, 
by Dr. Franz Bumm. 

Effect of the War upon German Finance : 

(1) The Effect of the War upon Currency and Banking (to be arranged). 

(2) German Public Finance during the War, by Professor Dr. Walter 
Lotz. 



Greece 

Economic and Social Effects of the War upon Greece, by Professor 
A. Andreades. 

Italian Series 

Bibliographical Survey of the Economic and Social Problems of the War» 
by Professor Vincenzo Porri, with an introduction on the collection and 
use of the documents of the War, by Comm. Eugenio Casanova. 

*^The Economic Legislation of the War, by Professor Alberto De’ Stefani. 

Agricultural Production in Italy, 1914-19, by Professor Umberto Ricci. 

The Agricultural Classes in Italy during the War, by Professor Arrigo 
Serpieri. 

^Food Supply and Rationing, by Professor Riccardo Bachi ; and Food 
Supply of the Italian Arm}^ by Professor Gaetano Zingali. 

War-Time Finances, by Professor Luigi Einaudi. 

Cost of the War to Italy, by Professor Luigi Einaudi. 

Currency Inflation in Italy and its Effects on Prices, Incomes, and Foreign 
Exchanges, by Professor Pasquale Jannaccone. 

'Wital Statistics and Public Health in Italy during and after the War, by 
Professor Giorgio Mortara. 

The Italian People during and after the War : A Social Survey, by 
Professor Gioacchino Volpe. 

’^Social and Economic Life in Piedmont as affected by the War, by 
Professor Giuseppe Prato. 

The Netherlands Series 

*War Finances in the Netherlands up to 1918, by Dr. M. J. van der Flier. 

The Effect of the War upon Supplies and upon Dutch Agriculture, by 
Dr. F. E. Posthuma. 

The Effect of the War upon the Dutch Manufacturing Industry, by 
Mr. C. J. P. Zaalberg. 

The Effect of the War upon Dutch Commerce and Navigation, by Mr. E. P. 
De Monchy. 

The Effect of the War upon Prices, Wages, and the Cost of Living, by ’ 
Professor Dr. H. W. Methorst. 

The Effect of the War upon Banking and Currency, by Dr. G. Vissering 
and Dr. J. Westerman Holstyn, 

The Effect of the War upon the Dutch Colonies, by Professor Dr. J. H. 
Carpentier Alting and Mr. de Cock Buning. 

The Effect of the War upon the Housing Problem, 1914-22, by Dr. H. J. 
Romeyn, 

War Finances in the Netherlands, 1918-22, The Costs of the War. By 
Professor Dr, H. W. C. Bordewyck. 

Japanese Series 

Influence of the War upon Production of Raw Materials in Japan, by Mr, 
Kobayashi. 

Influence of the War upon Japanese Industry, by Mr. Ogawa, 

Influence of the War upon Japanese Commerce and Tradef by Mr. 
Yamazaki. 



Influence of the War upon Japanese Transportation^' by Mr. Matsuoka. 

Influence of the War upon Japanese Finance and the Money’ Market, by 
Mr. Ono. 

Social Influence of the War upon Japan, by Mr. Kobayashi. 

Rumanian Series 

The Rural Revolution in Rumania and South-eastern Europe, by 
D. Mitrany. 

Economic Consequences of the War in Rumania : 

The Effect of the Enemy Occupation of Rumania, by Dr. G. Antipa. 

The Effect of the War upon Public Health in Rumania, by Professor J, 
Cantacuzino. 

Rumanian War Finance, by M. Vintila Bratianu. 

Rumanian Agriculture during the War, by Mr. Innescu Sisesti. 

Rumanian Industry during the War, by Mr. Busila. 

The Effect of the War upon Rumanian Economic Life (volume to be 
arranged). 

First Russian Series 
(To the Bolshevik Revolution) 

Effects of the War upon Government and National Finances in Russia : 

Effects of the War upon the Central Government, by Professor Paul P. 
Gronsky. 

State Finances during the War, by Mr. Alexander M. Michelson. 

Russian State Credit during the War, by BIr. Paul N. ApostoL 

Currency in Russia during the War, by Professor Michael V. Bernadsky. 

Municipalities and Zemstvos during the War : 

The Zemstvos in Peace and War, by Prince J. Lvoff . 

Effect of the War upon Russian Municipalities, and the All-Russian 
Union of Towns, by Mr. N. I. Astroff. 

The Zemstvos, the All-Russian Union of the Zemstvos and the Zemgor, 
by Prince Vladimir A. Obolensky and Mr. Sergius P. Turin. 

The War and the Psychology of the Zemstvos Workers, by Mr. Isaak V. 
Shklovsky. 

Effects of the War upon the Co-operative Movement in Russia : 

Effect of the War upon Agricultural Co-operation and Co-operative 
Credit, by Professor A. N. Anziferoff. 

Effect of the War upon Consumers’ Co-operative Societies, by Professor 
Eugene M. Kayden. 

The Russian Army in the World War : a study in social history, by 
General Nicholas N. Goiovine. 

Rural Economy in Russia and the War, by Professor A. N. Anziferoff, 
. Professor Alexander Biiimovitch, and Mr. D. N. Ivantsor. 

Effect of the War upon Landholding and Settlement in Russia, by 
Professor Alexander D. Biiimovitch and Professor V. A. Kossinsky. 

Problem of Food Supply in Russia during the War, by Professor Peter B, 
Struve. 

State Control of Iijdustry in Russia during the War, by Mr. Simon O. 
Zagorsky. 
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Effects of tlie War upon Russian Industries : 

Coal by Mr. Boris N. Sokoloff. 

Chemical Industry, by Mr. Mark A. Landau. 

Flax ami Wool Industry, by Mr. Sergius N. Tretiakoff. 

Petroleum, by Mr, Alexander M. Micheison. 

Effects of the War upon Labour and Industrial Conditions : 

Wages in War-Time, by Miss Anna G. Eisenstadt. 

Changes in the Conditions and Composition of the Working Classes, by 
Mr, W. T. Braithwaite. 

Effects of the War upon Trade and Commerce : 

Internal Russian Trade during the War, by Mr. Paul A. Bouryschkiite, 
Russia in the Economic War, by Professor Boris E. Nolde. 

Effects of the War upon Transportation in Russia, by Mr. Michael B, 
Braikevitch. 

Effects of the War upon Education and Public Health in Russia ; 

Elementary and Secondary Schools during the War, by Professor B. M. 
Odinez. 

Universities and Academic Institutions during the War, by Professor 
P. J. Novgorodzoff. 

Social History of the Ukraine during the War, by Mr. Nicholas M, 
Mogiiansky. 

Vital Statistics of Russia during the War, by Mr. S. S. Kolm, and 
Russia in the World War : a historical synthesis (to be arranged). 

Scandinavian Series 

’^Economic Effects of the War upon Sweden : 

General Litroduction, by Professor Eli F. Heckscher. 

The Effect of the War upon Swedish Agriculture and Food Supply, by 
Mr. Carl Mannerfelt. 

The Effect of the War upon Swedish Industry, by Mr. Olof Edstrom. 
The Swedish Workman and the Great War, by Mr. Olof Ekblom. 
War-Time Unemployment and its Relief, by Mr. Otto Jarte and Mr. 
Fabian von Koch. 

The Housing Situation during the War, by Mr. K. G. Tham. 

The Effect of the War upon Currency and Finance, by Professor Eli F. 
Heckscher. 

The War and Swedish Commerce, by Mr. Kurt Bergendal. 

Norway and the World War, by Dr, Wilhelm Keilhau. 

The Economic Effects of the W'ar upon Denmark, by Dr. Einar Cohn, with 
a section on Iceland by Mr. Thorstein Thorsteinsson, 

Yugoslav Series 

Economic* Situation of Serbia at the Outbreak and during the First Year 
of the War, by Professor Velimir Bajkitch. 

Economic and Social Effects of the World War upon Serbia, by Professor 
Dragoliub Yovanovitch. 

Economic and Social Effects of the War upon Yugoslaf ia (to be arranged). 
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The History of French Industry during the War, by M. Arthur Fontaine. 
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Bibiiographie der Wirtschafts- und Sozialgeschichte des Weltkrieges, by 
Othmar Spann. 

Das Geldwesen im Kriege, by Dr, Alexander von Popovics. 

Die Kohlenversorgung Osterreichs wahrend des Krieges, by Emil von 
Homann-Herimberg. 

Die Regelung der ArbeitsverhS,ltnisse im Kriege, by Feidinand Hanusch. 
Die aussere Wirtschaftspolitik Osterreich-Ungarns, by Dr. Gustav Gratz 
and Professor Dr. Richard Schuller. 

Osterreichische Regierung und Verwaltung im Kriege, by Minister a. D. 
Professor Dr. Josef Rediich. 

Die Regelung der Volksnahrung im Kriege, by Dr. Hans Lowenfeld-Russ. 
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A. Edelmann, H. Elias, E. Finger, C. Helly, J. Hockauf, K. Kas- 
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Belgian Series 
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L’activite legislative et juridique allemande en Belgique pendant Poccupa- 
^ion de 1918 k 1924, by Marcel Vauthier and Jacques Pirenne. 

Le ravitaillement de la Belgique pendant Foccupation allemande, by 
Albert Henry. 

Be Seeours-Chomage en Belgique pendant Foccupation allemande, by M. 
Ernest Mahaim. 

British Series 
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Allied Shipping Control : An Experiment in International Administration, 
by J. A. Salter, C.B. 

War Gcfv^ernment of the British Dominions, by Arthur Berriedale Keith, 
D.C.L., D.Litt. 
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Prices and Wages in the United Kingdom, I914--1D20, by Arthur L. 
Bowley, Sc.D. 

A Blanual of Archive Administration, including the Problems of War 
Archives and Archive Making, by Hilary Jenkinson. 

The Cotton Control Board, by Hubert D. Henderson, M.A. 

Bibliographical Survey of Contemporary Sources for the Economic and 
Social History of the War, by M. E. Buikley. 

Labour Supply and Regulation, by Humbert Wolfe, 

The British Coal-Mining Industry during the War, by Sir Richard A. S. 
Redmayne, 

Food Production in War, by Sir Thomas Hudson Middleton. 

Workshop Organization, by G. D. H. Cole. 

Trade Unionism and Munitions, by G. D. H. Cole. 

Labour in the Coal-Mining Industry, by G. D. H. Cole. 

Experiments in State Control at the War Office and the Ministiy of Food, 
by E. M. H. Lloyd. 

Industries of the Clyde Valley during the War, by W. R. Scott and J, 
Cunnison. 

Rural Scotland during the War ; A Series of Studies under the direction 
of Professor W. R. Scott. 

British Archives in Peace and War, by Dr. Hubert Hall. 

British War Budgets and Financial Policy, by Mr. F. W. Hirst and Mr, 
J. E. Allen. 

General History of British Shipping during the W^ar, by Mr. C. Ernest 
Fayle. 

The War and Insurance. A series of studies : Life Insurance, by Mr. 
S. G. Warner ; Fire Insurance, by Mr. A. E. Sich and Mr. S. Preston ; 
Shipping Insurance, by Sir Norman Hill ; Friendly Societies and 
Health Insurance, by Sir Alfred Watson ; Unemployment Insurance, 
by Sir William Beveridge ; with an additional section on the National 
Savings Movement, by Sir William Schooling. 

Czechoslovak Series 
(In English) 

Financial Policy of Czecho-Slovakia during the First Year of its History, 
by Alois Rasin. 


French Series 
(In French) 

BibliograpMe generale de la guerre, by Camille Bloch. 

Le ProbMme du Regionalisme, by Professor Henri Hauser. 

Le Contrdle du Ravitaillement de la population civile, by MM. Adolphe 
Pichon and Pierre Pinot. 

L’ Agriculture pendant la guerre, by M. Michel Aug^-Larib^. 

Les Industries textiles, by M. Albert Aftalion. 

LTndustrie fran9aise pendant la guerre, by M. Arthur Fontaine, 

Les Forces hydro-electriques, by M. Raoul Blanchard, 

Les Formes du gouvernement de guerre, by M. Pieri^ Renouvin* 



La Main-d’oeuvre etrangere et coloniale, bv M. B. Nogaro and Lt.^Col. 
Weil. 

La Sante et le travail des femmes pendant la guerre, by M. Marcel Frois. 
La Navigation interieure en France pendant la guerre, by M. Georges 
Pocard de Kerviler. 

Les Finances de guerre de la France, by M. Henri Truchy. 

Les Depenses de guerre de la France, by M. Gaston J^ze. 

Le mouvement des prix et des salaires diirant la guerre en France, by 
M. Lucien March. 

Politique et Fonctionnement des Transports par Chemin de Fer, by M. 
.Marcel Peschaud. 

L’Afrique du Nord, by M. Augustin Bernard. 

£tudes d’Histoire locale : 

Paris, by MM. Henri Sellier, Bruggeman, and Po^te. 

Lyon, by M. Edouard Herriot. 

Marseille, by M. Paul Masson. 

Rouen, by M. J. Levainville. 

Bordeaux, by M. Paul Courteault. 

*Bourges, by M. Claude-Joseph Gignoux. 

Tours, by MM. Michel Lh^ritier and Camille Chautemps. 

Italian Series 
(In Italian) 

La salute pubblica in Italia durante e dopo la guerra, by Professor Giorgio 
Mortara. 

II Piemonte e gli effetti della guerra sulla sua vita economica e sociale, 
by Professor Giuseppe Prato. 

La Legislazione della Guerra, by Professor Alberto de Stefani. 
L’Alimentazione e la Politica Annonaria in Italia, by Professor Riccardo 
Baehi, con una Appendice su II Rifornimento dei Viveri delF Esercito 
Italiano, by Professor Gaetano Zingali. 

The Netherlands Series 
(In English) 

War Finances in the Netherlands up to 1918, by M. J. van der Flier. 

Scandinavian Series 
(In Swedish) 

^Economic Effects of the War upon Sweden : 

G^eral Introduction, by Professor Eli F. Heckscher. 

The Effect of the War upon Swedish Agriculture and Food Supply, by 
Mr. Carl Mannerfelt. 

The Effect of the War upon Swedish Industry, by Mr. Olof Edstrom. 
The Swedish Workman and the Great War, by Mr. Olof Ekblom. 
War-Time Unemployment and its Relief, by Mr. Otto Jarte and Mr. 
Fabian von Koch. 

The Housing Situation during the War, by Mr. K. G. Tham. 

The Effect of the War upon Currency and Finance, by Professor Eli 
F. Igieckscher. 

The War and Sweetish Commerce, by Mr. Kurt Bergendal. 
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Deutsche Verlags-Anstalt, Berlin and Stuttgart, 

GREAT BRITAIN 

Oxford University Press, Amen House, Warwick Square, London, E.C. 4. 
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